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ABSTRACT 

The College Scholarship Service (CSS) was 
established to develop a standardized need analysis system and 
collateral services that had to provide: (1) a standard form for the 

collection of data pertaining to family income, assests and other 
family circumstances that might affect parental ability to pay for 
higner education; (2) a rationale for analysis of the data; (3) 
centralized processing and distribution of the information; and (4) 
agreement among users of the CSS services to policies for the 
distribution of funds to students on the basis of actual need rather 
than competitive bidding. A panel was established in 1968 to review 
the CSS system within the current frame of parental responsibility, 
and this report presents the panel's evaluations and recommendations 
for change. It deals with the following topics: (1) college 
admissions and financial aid policies as revealed by institutional 
practices; (2) financial aid attitudes and concerns of users and 
problems of special student populations ; (3) adequacy of CSS need 
analysis system for low income and minority students; (4) technical 
changes to improve equity in determination of parental contributions; 
and (5) the packaging of financial aid. A report on student attitudes 
toward student aid and the questionnaire are appended. (AF) 
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Introduction 

The College Scholarship Service (CSS) was established by the College 
Entrance Examination Board in 1954 and was the Board’s first ven- 
ture into an area not associated with testing activities. The CSS came 
into being principally as the result of requests from a number of mem- 
ber colleges of the Board for a standardized method of determining 
parental financial contributions toward the costs of attending college. 
Competitive bidding for students with exceptional intellectual prom- 
ise, or other desirable talents such as outstanding athletic ability, had 
reached proportions that were of widespread concern. In the view of 
many people, funds in limited supply were being expended unwisely 
in the competition to induce exceptional students to enroll at particu- 
lar colleges. The charge to the CSS was to develop a standard need 
analysis system and collateral services that would provide the follow- 
ing. (1) A standard form for the collection of data pertaining to family 
income, assets, and other family circumstances that might affect pa- 
rental ability to contribute to the costs of educating their offspring. 
(2) A rationale for analysis of the data. (3) Centralized processing and 
distribution of this information to the institutions designated by stu- 
dents to receive it. (4) Agreement among users of the CSS services to 
policies for the distribution of funds to students on the basis of actual 
need rather than competitive bidding. 

In 1966 the CSS acquired its own membership organization, the Col- 
lege Scholarship Service Assembly (CSSA). Articles of Association 
were approved by the Assembly and by the trustees of the College En- 
trance Examination Board. The CSS Assembly functions as an advi- 
sory body to the CSS Council, which reports to the Board of Trustees of 
the College Board through the Board’s president. 

Through the years CSS processes have been refined and computer- 
ized. These processes are used to determine the amount a family is 
expected to contribute from income and assets, added to the student’s 
summer earnings and other contributions. These are then compared 
with individual institutional budgets, and the student’s financial aid 
requirements at a particular college are reported to the student aid 
officer at that college. The undergirding economic rationale for this 
analysis has also been modified from time to time. In 1970, approxi- 
mately 900,000 families completed the CSS financial aid form, the Par- 
ents’ Confidential Statement (PCS), and submitted it to the CSS for 
processing and distribution. 

While from hindsight and today’s perspective it may be said that 
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the College Scholarship Service initially served primarily institu- 
tional purposes, it is also clear that it helped stop many unreasonable 
and illogical practices among colleges, increased higher educational 
opportunities and access to higher education for many students, made 
possible more efficient and economical use of limited student aid 
funds, and influenced the thinking of the educational community and 
the public in the area of student financial assistance. The CSS pro- 
vided a rationale for action, a system, and leadership. 

The users of the College Scholarship Service have grown from a few 
prestigious, largely private colleges to over 4,000 institutions that in- 
clude a broad cross section of colleges and universities (public and pri- 
vate), community colleges, other postsecondary schools, and stat* and 
other scholarship sponsors. The CSS need analysis system is now the 
principal instrument used in allocating to students millions of dollars 
of federal, state, college, and private aid funds. It has moved from a 
device to select the ablest of a needy group for a small group of col- 
leges, to a means of selecting needy students at varying ability levels 
and the very neediest of students from disadvantaged families. 

The College Scholarship Service is still growing, and its years of 
greatest service and responsibility may lie ahead. Because of the im- 
portance of the CSS need analysis system as an allocation device and 
its increasing impact on all of higher education, it was recognized in 
1968 that a critical review of the economic assumptions, the logic, and 
elements of the system was required. 

In May 1968 the CSS Committee (now renamed the CSS Council) for- 
mally recommended “That the Standing Committee on the College 
Scholarship Service establish a Panel on Financial Need Analysis 
which will review, within the current frame of reference of parental 
responsibility, the present CSS system and submit to the Standing 
Committee both evaluations of the present system and recommenda- 
tions for changes which might make the system more definitive and 
comprehensive. The members of the Panel shall be appointed by the 
Chairman of the Standing Committee and shall include representa- 
tives of the financial aid community, economists, and s uch others who 
can contribute to the work of the Panel, . . .” 

The College Scholarship Service Assembly and the College En- 
trance Examination Board concurred in this recommendation, and 
the CSS Panel on Student Financial Need Analysis, with Allan M. 
Cartter, chancellor of New York University, as chairman, was later 
appointed. The Panel met formally on five occasions (April 18-19, June 
25-26, and September 12-13, 1969; September 1-2, 1970; and February 
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11-12, 1971), Numerous meetings of subcommittees were also held 
over a number of months. 

The Panel in its studies and deliberations operated on the basic as- 
sumptions that the primary responsibility for meeting college costs 
rests with the family, and that the role of the college or agency in stu- 
dent financial aid is to supplement parental ar.d student contribu- 
tions, It also recognized that the College Scholarship Service serves 
many types and kinds of students and institutions in all sections of 
the country; that the CSS need analysis system is used generally to 
allocate both public and private funds; and that it serves both public 
and institutional purposes. 

It would have been an impossibility to achieve absolute unanimity 
on every point of view and recommendation in this report from a 
panel whose membership includes as many thoughtful individuals 
from such varied backgrounds and affiliations. The Panel has achieved 
substantial consensus on all major aspects of this report, however, 
and is pleased to present it in this light. 

The Panel is particularly indebted to John I. Kirkpatrick (vice presi- 
dent, College Board), Edward Sanders (vice president, College Board), 
Alexander G. Sidar Jr. (executive director, CSS), Alan S. Mishne (asso- 
ciate director, CSS), and James L. Bowman (CSS program director, Ed- 
ucational Testing Service), for their untiring efforts to expedite the 
work of the Panel; and to Howard R. Boozer (director, Educational 
Development Administration, RCA Corporation), who edited the Pan- 
el's report. 
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An Overview of Higher Education 

and Financial Aid Problems, 1955 to 1985 



The College Scholarship Service was founded in the mid-1950s in an 
educational age lot greatly different from that experienced by the 
grandparents of today’s students. In 1955 the size of the college-age 
group in the United States was no larger than it had been in 1925; the 
coun y had lived in a relatively stable educational world through a 
generation that was highly unstable economically. The past 15 years, 
however, have exactly reversed this state of affairs. Although there 
has been relatively consistent prosperity, social and political stability 
are increasingly challenged, and the college-age cohort has increased 
nearly r i 0 percent in that period. In addition to the growth of the col- 
lege-age group, the percentage of that cohort enrolled in college is 
now half again as large as it was in 1955. 

But just as the nation has become accustomed to rapid rates of 
growth and a long period of educational prosperity, a dramatic change 
in the world of higher education is about to take place, One important 
cause of the new stresses that higher education will face is the pro- 
jected slowdown in the expansion of college enrollments. The change 
in the growth rate of the 18-21 age group is evidenced by the following 
percentage increases in five-year periods: 



Five-year period 
1955 to 1960. . 
1960 to 19*5. . 
1965 to 1970. . 
1970 to 1975. , 
1975 to 1980. , 
1980 to 1985. , 
1985 to 1990 . , 



Percentage increase 

12.2 

28.7 
18.3 

12.8 
5.1 

-9.3 

- 6.2 



Not only will the population reservoir from which students are drawn 
experience a rapidly declining growth rate, but there will be an abso- 
lute shrinkage in the 1980s nearly as rapid as the expansion now going 
on. In the late 1980s the college-age population will be smaller by sev- 
eral hundred thousand than it is today. 1 For the nation as a whole, the 



1. See Bureau of Census, Current Population Reports, Series P-25, No. 448, August 1970, 
Population Estimates and Projections. Nearly one-third of undergraduate enrollments 
consist of persons outside the 18-21 age group, and this fraction may be larger in the 
future. However, over the last decade it has remained reasonably stable. 
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percentage of the age group entering college has now risen above 50 
(approximately 60 percent including formal nondegree postsecondary 
education); as the percentage gets closer to 100, the population will 
also be shrinking so that growth from higher participation rates will 
add progressively smaller increments to total enrollment. 

Quite apart from the restiveness of students and younger faculty, 
the 1975-90 period is likely to be one of difficult adjustment, particu- 
larly since the customary lag in the capacity of the educational sys- 
tem to handle those aspiring to higher education will soon disappear. 
Excess demand (a shortage of places) has come to be expected as a 
permanent characteristic of higher education; within the decade of 
the 1970s, however, there is likely to be excess capacity instead in 
many regions and in many categories of education. Such an abrupt re- 
versal of fortunes is already evident in graduate work in the arts and 
sciences. Present state plans for expanding systems of collegiate edu- 
cation suggest that overexpansion is also quite possible at the under- 
graduate level within a few short years. 

A marked slowing down in the growth rate of the total higher edu- 
cational system will place great strains on the existing dual structure 
of the system. A number of weaker independent colleges and universi- 
ties are likely to disappear or become wards of the state. 2 Those that 
continue are likely to be bolstered by public funds, both state and fed- 
eral. State assistance to independent colleges and universities, long a 
tradition in Pennsylvania, has recently been introduced in New York 
State and is under serious consideration in Illinois, California, Texas, 
and several other states. Over the next 15 years it seems likely that 
the distinction between public and private institutions will become in- 
creasingly blurred. At the federal level no distinction has been made 
in the past (other than for sectarian programs in church-related insti- 
tutions, under the terms of the First Amendment). Broad institu- 
tional aid, and aid to students from both federal and state sources, 
are likely to become regular forms of public support before the end of 
this decade. 

At the same time that government support of independent institu- 



2. The recent Carnegie Commission and American Association of Colleges studies have 
illustrated the dramatically increasing deficit position of a large number of private col- 
leges and universities. See Earl Cheit, The New Depression in Higher Education, New 
York: McGraw-Hill, 1971; and William W. Jellema, “ The Red and the Black, 71 Special Pre- 
liminary Report on the Financial Status, Present and Projected, of Private Institutions 
of Higher Learning. Washington, D.C.: Association of American Colleges, 1970, 23 pp. 
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tions is likely to expand in recognition of their contribution to public 
objectives, the growing cost of higher education will create increasing 
pressures for larger tuition charges in public institutions to cover a 
major share of the direct costs of education. Low-tuition systems of 
higher education were more easily supported from state and munici- 
pal tax funds when only 10 to 20 percent of the age group attended col- 
lege than today when the percentage has risen above 50 percent and 
is moving toward 75 percent. The burden on public revenues is made 
heavier at the present time by the fact that in the 1960-75 period the 
college-age group will have expanded more rapidly than the total 
labor force. Thus the tax base will not have kept pace with the educa- 
tional demands placed upon it, in part because state and local tax 
structures are less progressive than the federal system. This combi- 
nation of forces is driving many state systems to raise tuition charges 
more rapidly than in the past. 

Another key pressure on tuition in public institutions is the need to 
find additional sources to fund expanded access to college for students 
from low-income families, through enlarged government-supported 
student aid programs. Tuition increases can be used to release appro- 
priations for such state aid programs by effectively increasing 
charges to financially able students and reducing net costs to needy 
students. A more precise guess about future pricing policy in public 
higher education systems would predict a continuation of compara- 
tively low tuition in community colleges, tuition approaching direct 
instructional costs in senior institutions, and charges for out-of-state 
residents becoming comparable to private-college tuition levels over 
the next 15 years. 

These changes, which are already beginning to become evident in 
many parts of the country, represent much more than just marginal 
shifts in an evolutionary system of higher education. They begin to 
challenge the traditional assumptions about who should pay for 
higher education, and how. They also challenge the means by which 
access to higher education has been determined in the past. On the 
one hand, it seems likely that public systems in the future will be 
forced to place much greater emphasis on parental responsibility for 
bearing the costs of higher education whenever such parental re- 
sources are available. It also seems evident, on the other hand, that 
vastly expanded state and federal programs will tend to relieve more 
low-income parental groups from all responsibility through a benefit 
arrangement that has little similarity to old-style scholarships based 
on high academic achievement. Further complicating the scene, some 
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institutions will experiment soon with contingent loan programs that 
essentially shift part of the burden of educational costs to the user in 
later life. Some states may experiment with voucher systems for both 
lower and higher education in this decade, and the number of states 
that fund and administer aid programs available to students at both 
public and private institutions will increase. 

An irony of the present structure of higher education in the United 
States is that approximately 55 percent of the direct costs of educa- 
tion is covered by subsidies from either public or private philan- 
thropic sources, and another 10 to 15 percent is met by various forms 
of student financial aid. It seems clear that if it were possible to re- 
constitute the entire system of higher education, it could be done in 
such a way that all financial need of qualified students c^uld be met 
today with existing resources. Within the framework of the present 
dual system, however, there seems little likelihood that such a goal 
could be accomplished within a reasonably short time without seri- 
ously crippling private or public institutions. The alternative that is 
often recommended by the academic communities, that society devote 
a large share of public resources to supporting college students and 
institutions, may be highly desirable but seems unlikely within the 
immediate future in view of other pressing claims of social merit. The 
outlook for the next one or two decades poses a seeming paradox. The 
current trend is placing even greater emphasis on parental responsi- 
bility. The Panel believes this to be a transitional shift, however, that 
will give way within the next 15 years or so to a relative decline in em- 
phasis on parental responsibility as the proportion of students from 
low-income families increases, and a parallel increase in the respon- 
sibility to be shared by society and by the student through self-help 
(loans and work). 

In this world of flux, the College Scholarship Service itself may 
prove to be a transitional institution. Over the near future the Panel 
sees increased emphasis on financial need analysis, but a relative 
shift of responsibility from service essentially to institutions to ser- 
vice to public agencies. Institutional needs and objectives will con- 
tinue to be important for some time, but serving societal objectives as 
determined by governmental bodies will increasingly play a dominant 
role. The Panel sees such changes in the financing of higher education 
as generally desirable, recognizing that some costs and sacrifices are 
entailed in any course of development that markedly widens the 
range of educational opportunities. 

The Panel's perception of the changing directions in higher educa- 
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tion left it with a sense of uneasiness when it first considered its 
charge to “review, within the current frame of parental responsibility, 
the present CSS system” (emphasis added). At the completion of the 
Panel’s work that uneasiness remains. Much of the effort of this study 
— as illustrated in the body of this report — has been devoted to refin- 
ing a system of student aid within that traditional framework, al- 
though this framework may become only one of a number of ap- 
proaches required in the next 15 years. 

This is not to say that financial need analysis per se may become ob- 
solete, but rather that the current reliance on parental responsibility 
appears most likely to be insufficient if it continues to be the sole 
framework of need analysis. 

In the Panel’s view, as acceptance grows of the responsibility of 
government to provide access to educational opportunity for its citi- 
zens commensurate with their ability, motivation, and the needs of 
society, so will acceptance grow of changes required to make the dis- 
charge of that responsibility a reality. These changes are most likely 
to include a shift to greater governmental and student financing of 
educational opportunity, a relative decrease in parental responsibil- 
ity for the increased number of students from low-income families, 
and increased student or parental contribution expectations where 
there is capacity to pay higher charges. 

The requirement that need analysis reflect this changing frame- 
work, in the Panel’s opinion, will continue to increase in the next 15 
years. Low-income students may require less complex systems of 
need analysis, but larger numbers of students now expected to be self- 
supporting will require aid. Additional frameworks for need analysis 
that reflect these emerging constituencies and demands must be de- 
veloped. 

The CSS has greatly influenced changes in student aid in the past. 
With the assistance of the financial aid community and others it can, 
indeed must, continue to do so in the future. The Panel’s deliberations 
over nearly two years have convinced it that the financial aid commu- 
nity, with little fanfare, has moved the system significantly in the 
right direction, but much remains to be done. 

The nation has yet to make equality of educational opportunity a 
reality. The vast resources committed to the support of higher educa- 
tion fail by a substantial margin to be adequate. Research for this 
study (summarized later in this report in the section beginning on 
page 15) makes abundantly clear that need, as a primary determinant 
of student aid, is still only a hoped-for goal. 
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A cherished myth of educators and the general public is that stu- 
dent financial aid today is primarily based on relative need. However, 
when the source and application of all aid funds (including the G.I. 
Bill, Social Security, athletic grants, and scholarships from restricted 
funds) are considered, the greater amount of student aid appears to 
be beyond institutional control and is commonly awarded on the basis 
of criteria other than need. In the case of o^e major university re- 
viewed by the Panel, only 20 percent of total student aid funds, and 
less than one-third of the grant funds received by students, came 
from sources under the control of the institution. Another 25 percent 
of all forms of aid was administered by the institution under guide- 
lines established by external agencies. Thus, while the Panel is mod- 
erately critical of institutional practices as revealed in its study of a 
number of colleges and universities, it also recognizes that financial 
aid officers have the impossible task of attempting to complement, or 
compensate, for all the irregular (and sometimes inequitable) pat- 
terns built into the system of financing higher education. 

If, indeed, the next 10 to 15 years will see many heretofore private 
colleges and universities gradually becoming public, a general pricing 
revolution in the state senior colleges and universities, a dramatic in- 
crease of public funds goingto students from low- and middle-income 
groups, and the development of new lifetime devices of self-help, crit- 
ical questions will be raised about the role that the CSS can and should 
play in the future. The Panel sees this as the single most important 
issue that the CSS will face in this decade. The significance of what the 
Panel hopes is a careful and thoughtful report, attempting to improve 
the existing need analysis system, may be of secondary importance to 
the larger issue. 

In the Panel’s view the CSS must consciously decide whether it will 
play out its future primarily as a constituency organization attempt- 
ing continually to improve a service that may eventually wane in na- 
tional importance, or whether it will attempt to play a major leader- 
ship role in the formulation of public policy on a much broader scale. 
The ke> decisions that will significantly Influence the shape of the 
educational system in the years ahead will not wait for the slow delib- 
erations of academic councils. The social and political climate in the 
1970s is likely to demand a speedier resolution of current inequities, 
and to place a premium on the search for broadly inclusive programs 
that will implement society’s educational objectives. The Panel hopes 
that the CSS will not be bound by its continuing service routines, its 
institutional focus, and the increasing professionalization of financial 
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aid, and fail to serve adequately as a major forum for innovation and 
for devising public strategies. 

These questions are raised here at the outset because the Panel be- 
lieves that the body of this report needs a broader perspective than 
the more restricted charge to which the larger share of the study has 
been devoted. No specific proposals for altering the structure of the 
CSS are made here, for that is obviously beyc *d the task and com- 
petence of the Panel. It seems imperative, however, lhat the fastest 
growing constituency of the CSS— federal and, most particularly, 
state governments — be encouraged to play a larger ro^e within the 
policy councils. Failure to achieve this end may, by default, leave pub- 
lic policy determination in the hands of legislatures and agency staffs 
who are less sensitive to the interdependent needs of students and 
their colleges. 

The greatest contribution that the CSS can make in the next 15 
years is to speed the time when equality of access to educational op- 
portunity becomes a reality. As a public service organization the CSS 
has an obligation to act boldly. The Panel believes that it has both the 
will and the capacity to do so. 
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Objectives and Principles 

One of the major reasons for the establishment of the College Schol- 
arship Service in 1954 was to bring order out of a chaotic situation at 
a time when colleges were experiencing excess capacity and the com- 
petition for students was intense. Colleges were often using limited 
aid funds competitively to secure for institutional purposes the most 
capable students in a market of scarcity. 

The CSS developed objectives and procedures of financial aid ad- 
ministration that permitted colleges to allocate their student aid 
funds more rationally, to increase opportunity, and to serve students 
more effectively. The procedures were designed so that ambitious and 
talented students could obtain a college education without regard to 
family financial circumstances, and to end the practice of awarding 
scholarships as prizes. 

When the CSS began operating, tnere was no formal statement of 
principles nor general consensus on ethical procedures in the admin- 
istration of financial aid. Nevertheless, some acceptance of common 
assumptions developed quickly. For example, it was understood that 
institutions participating in the system proposed to base the amount 
of financial aid on the gap between a family’s ability to pay and the 
total expense to the student of attending college. Award winners were 
to be chosen solely for academic achievement or promise, although it 
was assumed that colleges would define these terms in varying ways 
and that different kinds of talent might be sought. Talented students 
without demonstrated financial need were not to receive substantial 
financial stipends. 

Families were expected to be the first source of support for their 
children in college, and the intent of the CSS procedures was to insure 
uniformity of sacrifice on the pait of families without encroaching 
severely on their standards of living. Family assets and income, as 
well as any unusual problems, were taken into account. Students 
were expected to contribute from earnings and personal assets, 
though not generally, at that time, by incurring indebtedness. The 
amount of the family contribution was expected to be the same re- 
gardless of the cost of attending a particular college. It was assumed 
that aided students would not be required to live in penury, but that 
they would be permitted to live at the standard of living of the ma- 
jority of students. 

From the beginning it was a fundamental precept that the compu- 
tation procedures were designed as an aid to, not as a substitute for, 
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the aid officer’s considered judgment. Consultation among institu- 
tional aid officers soon developed as a means of understanding and rec- 
onciling differences, though each institution remained free to reach 
its own conclusions and make its own offer. 

By 1964 most of these understandings were formalized in a state- 
ment of principles that was adopted by the members and widely dis- 
seminated. As the membership of the CSS increased, new participants 
were asked to endorse the formal statement. 

In the ensuing years since 1964, changes have occurred in the broad 
social aspirations and hopes for higher education. Initially, the intent 
was to lower or remove financial barriers facing ambitious and tal- 
ented students who wanted to enter college. Increasingly it has be- 
come general public policy to assure the maximum opportunity for 
enrollment in postsecoi.dary educational institutions. It has also be- 
come apparent that to achieve this goal requires special attention to 
identifying, encouraging, and financing students from disadvantaged 
backgrounds. 

During the two years the Panel on Student Financial Need Analysis 
deliberated, it became evident to many that the 1964 statement had 
become inadequate because of widespread changes on the national 
and educational scenes. Both within the Panel and in meetings of CSS 
members and committees, considerable thought and discussion were 
given to a revised statement more pertinent to the seventies. As a re- 
sult of lengthy consultation and stud^, to which this Panel contrib- 
uted extensively, the members of the College Scholarship Service As- 
sembly adopted on October 26, 1970, and the Board of Trustees of the 
College Entrance Examination Board approved on December 10, 1970, 
the following revised statement of “Principles of Student Financial 
Aid Administration.” 

“In recognition of the fact that equality of educational opportunity 
can be realized only with fully funded and properly administered 
need-based programs of student financial assistance, the member in- 
stitutions of the Assembly affirm their intent to make the goals set 
down in the statement of financial aid Principles become realities. 

u Financial Aid as used in these Principles consists of scholarships 
or grant assistance and self-help (loans and employment) which may 
be offered singly or in various combinations to students who demon- 
strate need: 

“1. The purpose of any financial aid program — institutional, gov- 
ernmental or private — should be to provide monetary assistance to 
students who can benefit from further education but who cannot do 
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so without such assistance. The primary purpose of a collegiate finan- 
cial aid program should be to provide financial assistance to accepted 
students who, without such aid, would be unable to attend that col- 
lege. 

"2. Each college has an obligation to assist in realizingthe national 
goal of equality of educational opportunity. The college, therefore, 
should work with schools, community groups, and other educational 
institutions in support of this goal. 

“3. The college should publish budgets that state total student ex- 
penses realistically including, where applicable, maintenance at 
home, commuting expenses, personal expenses and necessary travel. 

u 4. Parents are expected to contribute according to their means, 
taking into account their income, assets, number of dependents and 
» other relevant information. Students themselves are expected to con- 

tribute from their own assets and earnings, including appropriate 
borrowing against future earnings. 

“5. Financial aid should be offered only after determination that 
the resources of the family are insufficient to meet the student's edu- 
cational expenses. The amount of aid offered should not exceed the 
amount needed to meet the difference between the student's total 
educational expenses and the family's resources. 

“6. The amount and type of self-help expected from students should 
be related to the circumstances of the individual. In the assignment 
of funds to those students designated to receive financial aid, the 
largest amounts of total grant assistance should go to students with 
the least ability to pay. 

“7. The college should review its financial assistance awards an- 
nually and adjust them, if necessary, to reflect changes in the finan- 
cial needs of students and the expenses of attending the institution. 
The college has an obligation to inform students and parents of the 
financial aid renewal policies for enrolled students at the time of the 
initial offer of financial assistance. 

“8. Because the amount o: financial assistance awarded reflects the 
J" economic circumstances of the student and his iamily, the college 

should refrain from any public announcement of the amount of aid 
offered, and encourage the student, his secondary school, and others 
to respect the confidentiality of this information. 

“9. All documents, correspondence and conversations between and 
among the aid applicant, his family, and financial aid officers are con- 
fidential and entitled to the protection ordinarily arising from a coun- 
seling relationship. 

erJcI 
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“10. Concern for the student should be paramount. Financial aid 
should be administered in such a manner that other interests, impor- 
tant though they may be, are subordinate to the needs of students.” 
The CSS Assembly and the College Board urge all individuals, insti- 
tutions, and organizations interested in student financial assistance 
to join in accepting these principles as important goals that can and 
will help define the evolving role of higher education in America. 

This Panel heartily endorses these principles and commends them 
to all institutions and agencies responsible for administering finan- 
cial aid. The recommendations presented in this report have been de- 
veloped in the spirit of these principles, and the Panel believes that if 
they are adopted they will assist both in increasing the effectiveness 
of the financial aid process and in extending equality of educational 
opportunity. 
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College Admissions and Financial Aid Policies 
as Revealed by Institutional Practices 

Early in its deliberations, the Panel requested its research committee 
to undertake a study of the relationships between student attributes 
and financial aid practices. This study was made for the purpose of as- 
certaining institutional goals, and admissions and financial aid poli- 
cies, as revealed by actions rather than simply by statements of pol- 
icy. 

All students can be described in terms of certain characteristics 
such as academic achievement, test results, grades, and financial re- 
sources, to identify a few of the more obvious, and these attributes 
apply generally to all students who seek admission to a college, with 
or without financial assistance. Because limited physical and finan- 
cial resources and academic standards usually place restraints on en- 
rollment, c lieges and universities rank their applicants according to 
explicit or implicit objectives and establish their admissions and fi- 
nancial aid policies accordingly. 

It was felt that this study should provide not only significant infor- 
mation about current financial aid practices, but that it should also 
allov/ the development of statistical models that could be used to pre- 
dict what might happen to admissions and financial aid decisions as 
the sources of aid or other conditions change. Such analyses would 
permit, for example, forecasting the consequences of different federal 
student aid programs on the size and composition of college and uni- 
versity student bodies. 

Collection of the Data 

The presidents of 130 colleges and universities were informed in No- 
vember 1969 of the purpose of the study and were requested to pro- 
vide certain data. Enclosed with the letter was a questionnaire that 
sought information on the number of applications for admission and 
financial aid, enrollment, capacity factors, tuition revenue, aid re- 
sources, and unmet financial aid needs. Also enclosed was a question- 
naire on individual freshman applicants, which solicited information 
on such characteristics as scores on the College Board’s Scholastic 
Aptitude Test, secondary school grade-point average, religion, race, 
nonacademic characteristics, admissions decision, enrollment status, 
and financial aid data. Each institution was requested to complete 
this form on the basis of a stratified random sample of its applicants 
for freshman admission in the fall of 1969, 
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Table 1. 
Summary 
of Responses 
to Institutional 
Questionnaire 
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Extensive effort was devoted to selecting the institutions asked to 
participate, to assure a representative sample. Taken into considera- 
tion were such factors as size, control, geographic location, academic 
selectivity, and institutional resources. Particular effort was made to 
include in the sample colleges and universities with special charac- 
teristics, such as those (1) enrolling a high proportion of minority stu- 
dents, (2) drawing their enrollment from predominantly urban areas, 
(3) limiting their student bodies to one sex, (4) offering principally en- 
gineering and scientific curriculums, (5) with two-year programs, and 
(6) with only liberal arts programs. 

Eighty-six of the 130 institutions approached agreed to furnish as 
much as possible of the requested institutional data. Thirty-five col- 
leges and universities furnished data on individual students; they re- 
turned 16,850 questionnaires with at least part of the requested infor- 
mation supplied. 

The Institutional Bata 

The 86 colleges and universities providing institutional data enrolled 
just over one-half million undergraduates in the 1969-70 academic 
year, which approximated 10 percent of the undergraduate enroll- 
ment in the United States. 1 The total financial aid used by the under- 
graduate students at these 86 institutions was in excess of $193 mil- 
lion. This total amounts to about 10 percent of the aggregate student 
aid resources estimated as available for undergraduate students dur- 
ing that academic year. 2 

Tabulation of the results. The answers to 27 questions pertaining to 
the percentage of applicants seeking aid, the percentage of students 
receiving aid, the relative composition of aid programs, and the 
sources of aid were tabulated (Table 1). As Table 1 shows, cooperating 
institutions were stratified by type so that their responses could be 
examined by size, region, and type of control. 

The Panel hoped that the institutional questionnaires would yield 
some meaningful information in two areas of specific concern: unused 
student capacity of the institutions surveyed, particularly as this was 
related to insufficient financial aid resources; and the source of stu- 
dent aid decisions at the institutions. 



1. Edward Sanders and James Nelson, "Financing of Undergraduates, 1969-1970.” Fi- 
nancial Aid News, July 1970. 

2. Ibid. 





Although unused capacity (vacant student spaces) could not be 
measured quantitatively from the responses, analysis of indications 
of unused capacity and the reasons provided by the institutions 



Table 2, Unused Student Capacity (1969-70) 



Reasons for Type of institution 

unused student — 

capacity Public Private Total 



Financial aid shortage 
Insufficient applicants 

Both 

Total 



9 6 15 

7 10 17 

_8 J7 15 

24 23 47 



yielded the information given in Table 2, Of the 86 institutions re- 
sponding, 47 indicated they had unused student capacity. Insufficient 
financial aid resources and insufficient applicants, both singly and to- 
gether, were the important reasons for this underenrollment. The 
public and private institutions had the same problems, but the lack of 
financial aid seemed more restraining to public colleges, and insuffi- 
cient applicants was more of a problem to the private institutions. 

With reference to institutional decision-making processes, the 
Panel sought to distinguish between decisions on individual aid appli- 
cants and decisions affecting policy. Table 3 indicates bow these deci- 
sions are made at the 84 institutions that responded. The most sig- 
nificant finding was that the financial aid officer is predominantly 
responsible for making decisions on individual student applications. 
He had this function, which in earlier times was usually handled by a 
committee, 3 in more than 75 percent of the responding institutions. 
Table 3 also indicates the composition of the committees that make in- 



3. George Nash found in 1968, in a study of 849 financial aid directors, that in 76 percent 
of the institutions the financial aid committee made some of the individual decisions. 
He suggested that the role of the committee in individual decision making was directly 
proportionate to the size of the aid office's clerical staff. In 24 percent of the institutions 
whose aid programs were examined by this study, the aid officers were also making the 
policy decisions. See George Nash and Paul F. Lazarsfeld, New Administrator on Cam- 
pus: A Study of the Director of Student Financial Aid. New York: College Entrance Ex- 
amination Board and Bureau of Applied Social Research, Columbia University, 1968, 
pp. 7-17. Unpublished report. 



19 



28 



College Admissions and Financial Aid Policies 



dividual and policy decisions on the 84 campuses. At 30 percent of the 
institutions, the policy-making bodies contained student representa- 
tion. 



Table 3. Institutional Decision Making* 
on Financial Aid Policy and Individual Applications 
for Aid (1969-70) 



Individual decisions Policy decisions 



Decision make?' 


Public 


Piivate 


Total 


Public 


Private 


Total 


Aid officer 


. 32 


34 


66 


11 


9 


20 


Admissions officer . . . . 




3 


3 




2 


2 


Faculty committee. . . . 




1 


1 


1 


3 


4 


Faculty-administrative 
committee 


. 6 


4 


10 


10 


19 


29 


Faculty-administrative- 
student committee. . . 


. 3 


1 


4 


17 


8 


25 


Other officer 








2 


2 


4 


Total 




43 


84 


41 


43 


84 



Note: The specific decisions concerning who received aid, the amount of aid, and the 
form in which it was made available, are combined under “individual decision"' because 
all three of these decisions were consistently found to be made by the same person or 
committee. 



| Prediction equations: some linear relationships ivithin the institu- 

!- tional data. Colleges and universities should find it useful to relate 

I variables such as the percentage of applicants seeking aid and 

! sources of student aid to other characteristics of the institution in 

such a manner that predictions can be made about future values of 
these variables. To that end, multiple linear regression was applied to 
the institutional data in an attempt to construct prediction equations 
\ for 22 of the institutional variables listed in Table 1. Ten variables de- 

! scribing various other characteristics of the institution, such as tui- 

j tion, average student ability, and revenue per student were used as 

| the independent or predictor variables in establishing these relation- 

j ships. For the variable gift aid as a percentage of tuition income, for 

( example, average parental assets of students filing a Parents’ Confi- 

| dential Statement and revenue per student were identified as the sig- 

1 nificant independent variables. Gift aid as a percentage of tuition in- 
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come was negatively related to the former and positively related to 
the latter. The percentage of students seeking and receiving aid was 
significantly related only to the percentage of black students enrolled, 
this being a positive relationship. 

The types of aid at institutions were influenced by a number of fac- 
tors. Among them were an increase in the importance of gift aid at 
institutions with higher average student ability, a decline in the im- 
portance of gift aid as average parental assets increased, and a sub- 
stitution of job aid for gift aid at private institutions. After control- 
ling for revenue per student and average parental assets, there was 
evidence of regional variations in aid packaging. Those institutions in 
the sample from the South, Southwest, and West had larger gift aid 
programs, those in the Midwest larger job programs, and those in the 
East larger loan programs. 

Finally, it was found that average total aid per enrolled student was 
greater by $320 at private institutions, increased $78 for every 100- 
point increase in average Scholastic Aptitude Test (SAT) scores, and 
increased $7 for every percent increase in the black students enrolled. 
Not surprisingly, many of the variables describing institutional char- 
acteristics were highly colinear, and an exact measure of the various 
effects will require further analysis. 

These results were generally consistent with the analysis of indi- 
vidual questionnaires: that high-ability students and high tuition 
costs were associated with increased availability of aid funds, and 
that the average financial aid received did not correlate negatively 
with parental assets. That is, consistent with the earlier finding of 
George Schlekat, students from more prosperous families attended 
higher-cost institutions, and as a consequence received as much aid as 
their less well-to-do counterparts attending low-cost institutions. 4 
Using in the analysis a control for financial need, it was evident that 
high-ability students tended to receive a greater proportion of their 
aid packages in the form of grant aid. 

The Individual Data 

The purpose of the analysis of individual student data was to identify 
institutional admissions and financial aid policies as revealed by the 
decisions actually made in admitting and awarding financial aid to 



4. George Schlekat, Financial Aid Awards to High School Seniors in Northeastern States 
as a Function of Socioeconomic Class. New York: College Entrance Examination Board, 
Research and Development Report No. 4, March 1968. 
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Table 4. Individual Student Analysis Summary 



Percentages of need met 







Cffect of 
need on 
probability 
of admis- 
sion (00*s) 


Mean 
need 
X effect 
of need 


SAT 




GPA 




Fi nunc ial need 


Change 
in aid 
per $100 
increase 
in need 


Colleges 

Private: 


Coeffi- 

cient 


Value 
of Fit 


Coeffi- 

cient 


Value 
of Fti 


Coeffi- 

cient 


Value 
of Ft t 








KR) . 


. 


-.005** 


-10% 


— 


— 


.14857 


1.25 


-.03393 


110 


$43 


2 . . 




-007** 


-16 


— 


— 


- 


- 


-.01588 


25 


54 


3 . . 




-002 


- 4 


-.09176 


20 


.28814 


6.2 


-.02821 


234 


43 


4 . . 




-002 


- 4 


— 


— 


- 


- 


-.02883 


102 


45 


5 . . 




-.006** 


- 4 


— 


— 


.06911 


3.0 


-.04087 


212 


20 


6 . . 




—.0041* 


- 7 


-.07 


15 


- 


- 


-01391 


26 


83 


7 . . 




-.03** 


-41 


— 


— 


.13681 


5.2 


-.05446 


33 


15 


8 . . 




-.001 


- 2 


-.06 


4.5 


— 


- 


-.04712 


97 


15 


9 . . 




-.01** 


-14 


— 


— 


- 


- 


-.02220 


38 


72 


10 . . 




NA 


— 


~ 


— 


- 


- 


-.03332 


42 


71 


11 . . 




-.0041* 


- 7 


— 


— 


— 


- 


-.03639 


79 


26 


12(R) 




-.02** 


-34 


.06 


4.5 


- 


— 


-.01404 


29 


83 


13(R) 




-.004** 


- 8 


-.07 


4.1 


- 


- 


-.04117 


63 


16 


14(R) 




-.002 


- 3 


.08 


19 


— 


- 


-.01544 


16 


68 


15 . . 




-.007* 


-11 


— 


- 


— 


— 


-.04256 


12 


36 


16(R) 




-.007** 


-12 


- 


— 


— 


- 


-.01639 


17 


67 


17(R) 




-.007** 


-15 


— 


- 


- 


- 


-.02876 


59 


37 


18(R) 




-.004** 


- 6 


— 


- 


- 


- 


-.02514 


170 


58 


19 . . 




-001 


- 2 


- 


— 


- 


— 


-.03738 


19 


12 


Average 


-.007 


-11% 














$45 



(R) Race controlled 
NA Information not available 
~ Insignificant result 
* Result significant at .10 level 
t Result significant at .05 level 
** Result significant at .01 level 

ft The F statistic allows a test of the hypothesis that when the other variables in the re- 
gression are held constant the particular student characteristic in question has no inde- 
pendent effect on the college’s decision. If that F is above 3.89 that hypothesis may be re- 
jected at the 5 percent confidence level. If the F is above 52.73, rejecting the hypothesis of 
no independent effect will be wrong less than 10 percent of the time. If the F is above 1.3, 
it will be wrong less than 25 percent of the time. 



Percentage of grant aid 



f 




Change in 

SAT GPA Financial need grant aid 

— per $100 

C > effi- Value Coeffi- Value Coeffi ■ Value increase 

ent ofF ft dent ofF tt deni ofF ft in need 

----- .00182 1.2 $36 

- 40 

- .01231 96 48 

.02001 3.1 - - - - 36 

.19107 5.7 - - 12 

- 66 

- .03204 52 55 

.09089 25 - - - - 14 

.06090 8.0 - - - - 32 

.05061 8.8 .23541 9.2 - - 29 

- -.00921 48 6 

.12212 12 .02213 20 76 

.05945 11 - - .00863 7.6 29 

- -01185 14 38 

.11624 20 .14510 5.4 - - 32 

- 55 

- 27 

- .01147 9.1 59 

- .01137 17 28 
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Table 4. Individual Student Analysis Summary (Continued) 



Percentages of need met 





Effect of 
need on 
probability 
of admis- 


Mean 
need 
x effect 


SAT 




GPA 




Financial need 


Change 
in aid 
per $100 
increase 




Coeffi- 


Value 


Coeffi- 


Value 


Coeffi- 


Value 


Colleges 


sion ( 00' s) 


of need 


cient 


of Fit 


cient 


of Fit 


cient 


of Fit 


in need 


Public: 
20 . . . 


—.02** 


-11% 


NA 




.15932 


2.2 


-.11150 


133 


$38 


21 - . . 


-.004** 


-2.5 


— 


— 


— 


— 


-.09646 


16 


36 


22 . . . 


-.01** 


- 7 


NA 


- 


— 


— 


-.10664 


19 


26 


23 . . . 


.002 


1 


T* 

O 

f 


8.2 


— 


— 


-.02871 


47 


81 


24 . . . 


-.008* 


- 4 


NA 


— 


— 


— 


-.08046 


52 


60 


25(R) . 


-.002 


- 1 


NA 


_ 


— 


— 


-.09614 


31 


43 


26 . . . 


0 


0 


NA 


_ 


__ 


— 


-.05755 


22 


57 


27 . . . 


-.01** 


- 7 


NA 


— 


.14596 


3.3 


-.09031 


96 


27 


28 . . . 


-.03** 


-24 


NA 


- 


— 


— 


-.16841 


31 


0 


29 . . . 


-.006 


- 6 


NA 


- 


— 


__ 


-.03022 


24 


70 


30 . . . 


-.001 


- 1 


NA 


— 


— 


— 


— 


__ 


116 


31 . . . 


-.007* 


- 7 


NA 


— 


.37942 


9.2 


-.05437 


17 


53 


32 . . . 


-.02** 


-16 


NA 


— 


— 


— 


— 


— 


_ 


33 . . . 


-.03** 


- 


— 


- 


— 


— 


-.13549 


26 


__ 


34(R) . 


-.002 


- 2 


— 


— 


— 


- 


-.39965 


31 


0 


35 . . . 


-.02 


-15 


.11450 


9.7 


— 


— 


-.11939 


41 


0 


Average 


-.011 


- 7% 














$43 



(R) Race controlled 
NA Information not available 
— Insignificant result 
* Result significant at .10 level 
t Result significant at .05 level 
** Result significant at .01 level 

tt The F statistic allows a test of the hypothesis that when the other variables in the re- 
gression are held constant the particular student characteristic in question has no inde- 
pendent effect on the college’s decision. If that F is above 3.89 that hypothesis may be re- 
jected at the 5 percent confidence level. If the F is above 2.73, rejecting the hypothesis of 
no independent effect will be wrong less than 10 percent of the time. If the F is above 1.3, 
it will be wrong less than 25 percent of the time. 
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Percentage of grant aid 








Change in 


SAT 




GPA 




Financial need 


grant aid 
per $100 
increase 


Coeffi- 


Value 


Coeffi- 


Value 


Coeffi- 


Value 


cient 


of Fit 


cient 


of Fit 


cient 


of Fit 


in need 


NA 


_ 








.01736 


13 


$20 


— 


— 


.11013 


4.3 


- 


— 


24 


NA 


- 


+ 


13 


- 


- 


11 


— 


— 


— 


— 


— 


— 


24 


NA 


— 


+ 


65 


.01611 


5.9 


41 


NA 


— 


+ 


173 


— 


— 


21 


NA 


— 


.31075 


27 


— 


— 


32 


NA 


— 


.21556 


23 


.01125 


6.7 


13 


NA 


— 


— 


— 


.02694 


6.4 


- 


NA 


— 


+ 


146 


- 


— 


28 


NA 


— 


— 


— 


- 


— 


- 


NA 


— 


.14919 


6.1 


-.02183 


15 


19 


NA 


— 


— 


— 


— 


— 


- 


.08843 


4.9 


— 


— 


— 


- 


- 


.07501 


7.8 


.21077 


9.4 


- 


— 


- 


— 


— 


+ 


12 


— 


— 


— 
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students in the 1969 freshman class. Of special interest to the Panel 
was a determination of the deviation of actual practices from CSS rec- 
ommended practices, and investigation of the causes of such devia- 
tion. In areas where CSS has not established standards, institutional 
practices were compared with the Panel’s recommendations concern- 
ing packaging. 

The admission-aid process was considered in three categories: ad- 
mission, determination of the amount of aid awarded students who 
received aid, and determination of the grant component of the pack- 
age. The behavior of each college was characterized by estimating 
separate multiple linear regressions to predict each stage of each col- 
lege’s admission-aid process. Multiple linear regressions provide a 
measure of both the size and statistical significance of the indepen- 
dent effect of each student characteristic on the decision of the col- 
lege. The coefficients reported in Table 4 measure the partial effect on 
the college’s decision of a change in that student characteristic while 
the other characteristics of the student are held constant. 

Because the purpose was to predict institutional decisions, the vari- 
ables used to describe the student were those available to the college. 
The quantifiable indicators of ability used by the colleges in the sam- 
ple were high school grade-point average or rank in class and SAT 
scores. 5 Because it is not of interest at this time which of these indi- 
cators affects the decision more, a summary term “ability” or “mea- 
sured ability” will be used to refer to the combined impact of any com- 
bination of the three variables. However, these terms are not intended 
to imply that any or all of the three variables are necessarily true 
measures of ability. 

In Table 4 “financial need” is the institution’s own calculation of 
need, not the CSS central computation of need. It reflects all the ad- 
justments made by that college’s financial aid officer in expected sum- 
mer earnings, parental contribution, and expectation from student 
assets; 44 percent of the Parents' Confidential Statements handled by 
the institutions responding were so adjusted. Analysis of the reasons 
given for adjustment is presented separately beginning on page 31, 
under “Institutional changes in CSS need computation.” No attempt 
was made, however, to determine if the adjustments made were cor- 
related with ability measures or with the amount of CSS-computed 




5. The SAT variable used in the regressions is the sum of the mathematical and verbal 
scores. 







need. The “aid” referred to in the column headed “Change in aid per 
$100 increase in need” is the sum of all grants, loans, and jobs whether 
provided by the college, by an outside agency, or obtained by the stu- 
dent on his own initiative and known to the college. The “Percentage 
of need met,” then, is aid offered, divided by institutionally calculated 
need. “Grant aid” referred to in the far-right column includes scholar- 
ships and grants offered by both the institution and outside agencies. 

It was found that in about half the institutions large financial need 
significantly reduced the probability of acceptance, even when quan- 
tifiable indicators of ability were used as controls. It was also found 
that the higher the financial need calculated by each institution, the 
smaller the proportion of it that was met by the total package of insti- 
tutional and outside aid. It was further discovered that although 
packaging practices varied considerably, high ability was often asso- 
ciated with a higher grant component. High financial need was only 
weakly associated with an increase in the grant share of the package 
and was sometimes negatively associated with the grant share. 6 

The admissions decision . The dominant factor in the admissions de- 
cision was, as expected, the measured ability of students, especially in 
those institutions which had heterogeneous applicant pools. 7 A major 
finding, however, was the consistently negative relationship between 
institutionally computed financial need and the probability of being 
offered admission, as indicated by a 0-1 variable. Thirty-two of 35 col- 
leges had negative coefficients on the financial need variable. 8 In the 



6. It should be noted that the analysis of the data for public institutions did not control 
for out-of-state residency. This might partly explain the findings that students with 
large financial need were less likely to be admitted, had less of their need met, and re- 
ceived a smaller percentage of their support in gift aid. It would not be the sole cause of 
the effect, however, for the colleges with a statistically significant negative effect of 
need on probability of admission averaged fewer out-of-state applicants than those 
with insignificant negative effects. 

7. Better understanding of the admissions policies of many colleges resulted from use 
of the Automatic Interaction Detector program, which divided the population into sub- 
groups, based on ability, in such a way as to form groups whose members fared simi- 
larly in the admissions competition. The success of this procedure supported the view 
that, in many cases, admission is determined by a ranking process with a cutoff point 
determined by the number of spaces available. 

8. In 18 of those institutions, the coefficient was significant at the 5 percent level on a 
two-sided T test. In four it was significant at the 5 percent level on a one-sided T test. 
This result is especially interesting considering that the statistical and sampling biases 
should work primarily to produce the opposite effect. If errors were made in the sam- 
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private institutions, the average effect of applying for aid and having 
need of $1,000 was to reduce the probability of admission by 7 percent. 
In the public institutions, the average effect of applying for aid and 
having need of $1,000 was to reduce probability of admission by 11 
percent. Because the typical amount of need in private colleges is 
larger, the impact of this effect is greater in those institutions. The re- 
duced probability of admission for the typical aid applicant is speci- 
fied, for each college providing data, in Table 4, “Effect of need on 
probability of admission.” 

In six of the seven private colleges that provided racial identifica- 
tion of applicants, being black improved the probability of being ad- 
mitted, If SAT, high school GPA, and financial need are held constant, 
a minority applicant's probability of being admitted in those six col- 
leges was higher by 15 to 50 percentage points. Introducing race as a 
control variable increases the probability of identifying a significant 
negative effect of financial need on the probability of admission. In 
each of the six colleges where being black improved the probability of 
admission, the negative effect of extra financial need was strong and 
significant. Because black applicants who are given preference in ad- 
mission typically have greater financial need, excluding race in the 
multiple regression partially masks the strong tendency within each 
racial group for financial need to reduce the probability of admission. 
The fact that the negative effect of financial need on admission ap- 
pears as well in colleges where no control for race was available at- 
tests to the importance of the effect. 

For three selective private colleges regressions were run in a man- 
ner that made it possible to determine whether black students with 
high need were more likely to be admitted or receive full funding than 
blacks with low need. The evidence indicated that the effect among 
blacks alone of greater financial need on probability of admission was 
significantly negative in every case, and only 1 percentage point per 
$1,000 smaller than for whites. 

The consistent result that greater financial need is associated with 



pling of aid applicants, one would expect that the error would be in the direction of 
missing applicants who were not admitted. Further, since there is a widespread impres- 
sion among students that aid is primarily a reward for exceptional records, those appli- 
cants with positive characteristics, such as musical, sports, or leadership ability, not 
controlled for in the relationship being measured, should be more likely to apply for aid. 
Since these exceptional students have high probabilities of admission to begin with, the 
result overshadows any negative effect attributable to financial need. 



0 



lowered probability of admission has two interpietations; (1) that col- 
leges are limiting the demand on their meager financial aid resources 
by not admitting some needy students who otherwise would be admis- 
sible; or (2) that financial need is a proxy for other characteristics — 
such as a parent not being an alumnus or being a public school grad- 
uate or (at public colleges) being an out-of-state resident — that may 
be the real cause of the reduced probability of admission. In either 
case, the effect is to make it more difficult for low-income students to 
be admitted. 

Proportion of college-defined need met. For students who received 
some aid, an analysis was conducted of the degree to which the insti- 
tutionally calculated need was met. It was found that the greater a 
student’s need, the smaller the proportion of it was met by college or 
outside sources. In every college in the sample, the hypothesis that as 
need increased the aid offer also increased at least proportionately 
was rejected at the *001 level. In the private colleges the proportion of 
financial need met fell by 3 percent for every $100 of increased need. 
In the public colleges, the proportion of need met fell by 11 percent for 
every $100 of additional need. Evaluated at the mean financial need, 
aid increased $50 on the average for every $100 increase in college- 
defined need. 9 The marginal rise in aid per $100 increase in need (eval- 
uated at the college’s mean need) is presented in Table 4, “Change in 
aid per $100 increase in need.” 

Packaging. The packaging decision was investigated to determine 
how the ratio cf grant aid to total aid varied with financial need, abil- 



9. The partial of aid with respect to need can be derived from the regression equation 
as follows: 

Aid A 

— — 7 = T7= a -I- biN + b 2 (ability) 

Need N 

A = aN + biN 2 + b 2 N(ability) 

8A 

— = a -t- 2biN + ^(ability) 

5N 

Since 

(^) ” a_l ~ ^(ability) • 

~K — 

biN evaluated at the mean (N). 

OiN IN 

It was evaluated on the assumption that the mean ratio of Aid to Need is 1. 
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ity, and race. There are real constraints on the absolute amount of 
self-help (borrowing and working) students may be able to assume. 
Students with great financial need often come from cultures where 
borrowing is associated with exploitive merchants, so that loans may 
often be unacceptable to them. 

The CSS principles suggest that as need goes up, the grant propor- 
tion should rise substantially. In 10 of 35 colleges, there was a statis- 
tically significant tendency for the grant proportion to rise as need 
increased. In 4 colleges statistically significant tendencies in the op- 
posite direction were observed. Though positive relationships of grant 
proportion to need predominated, the hypothesis of proportionality 
could not be rejected in any of the 21 remaining colleges. By combin- 
ing the change in grant proportion with the relationship between 
total aid and institutionally calculated need, an estimate was cal- 
culated of the marginal tendency for grant aid to rise as need in- 
creases. 10 This figure was below the marginal increase rate for all aid 
in most cases, but not by much in at least half of the private colleges. 
This reflects both the heavy use of grant aid in these private colleges 
and adherence to the CSS approach to packaging suggested in the CSS 
principles. The public colleges averaged a marginal rate of increase 
about half that for all aid as a whole. The estimate for each college is 
presented in the far right column of Table 4. 

Ability was generally found to be the most important predictor of 
the grant component of the aid package. In 18 of the colleges, greater 
measured ability was significantly associated with grants being a 
higher fraction of the total package. This indicates a common practice 



10. The ch .nge in grant per $100 change in need is calculated in the following way: 



G=~ A 
A 

(G 



(!) 



5G _ \A/ . 5A G 
SN"~ 8N ' A + 8N’A 



Q 

— is the Grant/(total aid) proportion. 

6A 

— is the marginal effect of need on aid evaluated at the mean. 
8N 



©. 



8N 



is the coefficient on need in the equation predicting grant proportion. 
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of using aid in the form of a grant as a reward for a student's past 
achievement. 11 

Institutional changes in CSS need computation . Another question 
motivating the collection of data on individual students concerned in- 
stitutional practice in regard to the use of CSS need analysis. Specifi- 
cally, to what extent and in what manner were institutions modifying 
CSS central computation? The data on individual students submitted 
by 35 institutions made possible some definitive answers to these 
questions. 

Consideration was restricted to individuals who were accepted for 
admission and who filed a Parents' Confidential Statement (PCS), In 
this category, 4,572 observations were obtained, for an average of 130 
for each of the 35 institutions submitting individual data. In only two 
cases was the number of relevant questionnaires smaller than 50, and 
neither of these institutions reported modifications. 

Institutions were asked to report the CSS computation of the par- 
ents’ contribution, applicants’ summer earnings, and applicants’ as- 
sets whenever the individual student being observed was accepted 
and had filed a PCS. They were also requested to indicate any modifi- 
cation of the CSS need analysis made by the institutions. 

Overall it was found that institutions had modified the CSS need 
analysis in 44 percent of the cases. This figure is the average of the 
percentage of modifications reported by the 35 institutions and does 
not give weight to larger institutions or colleges that returned more 
questionnaires. CSS computation of total family contribution was ad- 
justed upward in 37 percent of all cases for an average of $202 and 
downward in 7 percent of all cases for an average of $255. This means 
that in more than 1 out of 3 cases, institutions asked for a family con- 
tribution larger than the CSS computation and that this increase 
averaged $202; and that in 1 case out of 14 the institution sought a 
smaller family contribution in th 3 average amount of $255. 

With the exception of small public colleges that were underrepre- 
sented, this result was not restricted to one type of institution. Me- 
dium-sized public colleges reported the smallest number of modifi- 



4 

11. The possibilities for analysis of these valuable data are by no means exhausted, and t 

investigation is continuing. In particular, since the admissions measure is a binomial .< 

variable, there is a possibility for a second regression stage, using the correction for £ 

nonhomogeneity of variance, which will increase the descriptive power of the analysis. # 

Also, the A.I.D. grouping program will be used much more extensively to identify bound- £ 

ary points in admissions and aid policies. Some stochastic equations have been pro- o 

posed that are likely to have even higher descriptive power. j 
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cations, and large public colleges made the greatest percentage of 
adjustments. 

One factor can be immediately isolated as contributing to this high 
percentage of adjustments. Twelve institutions, a third of the respon- 
dents, reported that as a matter of course they increased the CSS com- 
putation of applicants’ summer earnings. Specific instances of such a 
general modification in the CSS formula accounted for two-thirds of 
the reported upward adjustments in total family contribution. The 
number of downward adjustments reported for applicants’ summer 
earnings was inconsequential. 

The other principal area in which institutions modified CSS need 
analysis was that of parents’ contribution. In 12 percent of all cases, 
parents’ contribution was adjusted upward by an average of $240; 
and in 8 percent of all cases, it was adjusted downward by an average 
of $324. Thirteen institutions adjusted parents’ contribution upward 
more than 10 percent of the time, and 10 of these were private col- 
leges. There was no apparent pattern in the average dollar amount of 
adjustments. Of the 13 institutions modifying the CSS calculation of 
parents’ contribution by more than 15 percent, 6 were among the 12 
that also consistently adjusted applicants’ summer earnings. 

In the category of applicants’ assets, only two colleges reported a 
frequent change in the CSS computation; and on the average, institu- 
tions reported modifications of the CSS figures in only 6 percent of all 
cases. 

It is clear that the reported changes in the CSS estimate of total con- 
tribution have two principal sources: the 12 institutions at which the 
CSS estimate of summer earnings was considered too small, and the 13 
institutions that made a practice of modifying the CSS computation of 
parents’ contribution. It appears that most of the responding finan- 
cial aid officers did not accept the CSS analysis of parents’ contribu- 
tion. Most reviewed the CSS computation of parents’ contribution and 
arrived at a value different from the CSS value in 1 out of 5 cases. 

Conclusions and Recommendations 

The major purpose of the CSS need analysis system is to recommend 
an amount of aid commensurate with a student’s financial need. 
Knowledge of the extent to which actual awards made by the colleges 
vary from CSS norms, as this investigation attempted on a limited 
basis to gain, is vital to an evaluation of the success of the CSS in help- 
ing to assure that financial aid is put to the most productive service of 
students, institutions, and society. 



In **■ iew of the evidence that colleges frequently deviate from CSS prin- 
ciples, the Panel recommends most emphatically that: 

An institution s aid resource c > be utilized to the maximum benefit by 
limiting aid to the amount of need; and by allocating funds, particu- 
larly grants, to assure equal access to educational opportunity to stu- 
dents with the greatest financial need. 

Prompting this recommendation are the study’s findings that reveal 
that the students most likely to be excluded from higher education by 
insufficient financial aid are those with the highest need. Students 
from low-income families are also the students who without question 
seem to fare the worst through the system currently operating. 

At each step of the admission-aid process, the high-need student 
does not receive aid up to the need level established by CSS norms. 
This is perhaps understandable since the financial aid resources of 
colleges and universities are limited, and several low-need students 
can be aided (and most likely persuaded to attend) for the cost of fully 
assisting one high-need student. The increasing difficulty that many 
private colleges are having recruiting enough students who are able 
to pay higher tuition, as indicated by the institutional data, suggests 
that pressure from within the college to use student aid as a recruit- 
ment device is not likely to end. That which may be defensible from 
the point of view of one college, however, is counter-productive when 
it becomes standard practice in all colleges. Given the counter pres- 
sures, CSS success in leading colleges toward aid policies that reflect 
student and national priorities is both necessary and commendable. 

Further improvement seems indicated, however, by the distance 
yet to go. There are some possible interim approaches that could im- 
prove the effective utilization of currently available financial aid re- 
sources. One would be the calculation by the CSS of a suggested grant 
award amount as well as the computation of overall financial need. 
This in substance is suggested later in this report, in the section titled 
“The Packaging of Financial Aid.” It might involve a determination 
by the CSS, through its policy-determining structure, of the extent to 
which students should be expected to accept self-help, particularly 
substantial long-term educational loans. 

Another approach might be to provide parents a copy of a modified 
version of the Financial Need Analysis Report (FNAR). This was sug- 
gested by students in the study of student opinion (see pages 36-46 
and Appendix). It would have to be explained to aid applicants and 
their parents on a modified FNAR that institutional financial aid 
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budgets are often inadequate and that therefore actual grants are 
likely to be below the recommended amounts. A major effect of this 
would be to create pressure for the expansion of federal and state stu- 
dent aid programs. A second effect would be to encourage financial aid 
officers to adjust grants to favor the most needy students. For ex- 
ample, when grant aid budgets are insufficient to finance all needy ap- 
plicants at preferred levels, reducing everyone’s grant aid propor- 
tionately, or not making any aid offers to some, concentrates the 
burden of adjustment on those least able to secure the extra re- 
sources. Rather, if the proper adjustment is made, all self-help or 
family expectation amounts would be revised upward by the same 
amount, or proportionate to the contribution expected from the par- 
ents. 

Such an approach would make it difficult for institutions to sustain 
the observed practice of providing disproportionate aid packages and 
larger grants to students of higher measured ability. It would also be 
more difficult for aid officers to sustain the current practice of meet- 
ing a smaller proportion of calculated need when the need is larger, 
and it would tend to reduce the use of financial aid in competing for 
the limited supply of very able students. 

Recognizing that the CSS has no sanctions ivith which to police adher- 
ence to its stated principles , the Panel recommends that: 

Member institutions utilize more extensively such procedures as the 
exchange of infoimiation on aid tenders through the use of overlap lists 
and meetings . 

The results of this study of institutional practices point to the need for 
continuing investigation of financial aid packaging and compliance 
with CSS principles. If studies such as this were to be conducted regu- 
larly, institutions would be encouraged to maintain their records so 
that the kinds of data required would be more readily available. Rec- 
ord-keeping in admissions and financial aid is clearly not highly devel- 
oped in most institutions at this timer 

Related to the need for continuing studies of financial aid practices 
and procedures is the desirability for the systematic collection, by the 
CSS, of research studies, reports, articles, and the like which deal with 
financial aid matters. These materials should be maintained in such a 
way as to be readily available to CSSA member institutions in their ef- 
forts to solve their problems, possibly by having them available in du- 
plicated form in College Board regional offices as well as at CSS head- 
quarters in New York. 
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A good part of CSS research in the past appears to have been related 
to rather specific problems. This approach does not serve to push for- 
ward the body of knowledge about student financial aid continuously 
and systematically. 

The Panel therefore recommends that: 

The CSS establish a standing committee on research , ivhich ivould 
meet regularly and encourage , by means of grants or other funding ar- 
rangements y scholarly investigation of the major areas of concern. 

The Panel was greatly impressed during this study by the way in 
which so many financial aid officers and admissions directors are 
struggling against discouraging odds to carry out their responsibili- 
ties. Most were found to have insufficient staffs, little access to auto- 
mated information systems, and a volume of aid applications that far 
outnumbered available resources. It is hoped that the information re- 
ported in this chapter will be of use to them, and more important, will 
encourage similar studies on a regular basis by the CSS and other con- 
cerned agencies. 
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Surveys were made of the attitudes toward financial assistance on 
the part of representative financial aid officers over the country, and 
of students at four major universities in the East, Midwest, and 
South. This section deals with the results of these surveys, and with 
special problems of meeting the financial aid needs of self-supporting 
students and of graduate and professional students. 

Survey of Attitudes of Financial Aid Officers 

The Panel surveyed the reactions of a number of financial aid officers 
to the CSS need analysis system. Questionnaires were mailed to the fi- 
nancial aid officers at 54 representative institutions of higher educa- 
tion as well as to 6 officials responsible for federal and state aid pro- 
grams, 1 talent search director, and 1 high school guidance officer. 
Including 34 institutions and 7 others who responded, there was a 76 
percent return. Table 5 gives the distribution of the 34 institutions by 
region and type. 

Table 5. Institutions Survej^ed, by Region and Type* 



* Included among the 34 responding institutions were 9 liberal arts colleges. 5 colleges 
predominantly enrolling black students, 5 men’s colleges, and 1 women’s college. 

Seven questions were used to ascertain the respondents’ views con- 
cerning the CSS need analysis system and its specific procedures: 

1. Is the basic rationale of the CSS need assessment system appro- 
pri ate? 

2. If not, how do you feel its philosophy should be changed? 

3. Are the specific procedures of need assessment appropriate? 

4. If not, enumerate any that give you particular difficulty. If pos- 
sible, rank the areas by degree of difficulty. 

5. What modification would you care to see made in the techniques 
that are now used? 



Mid- South- 

East South west west West Total 



Public. 
Private 
Total . 



1 3 2 3 7 16 

8 3 1 2 4 18 

9 6 3 5 11 34 
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6. What are your views on the effectiveness of CSS services? 

7. What specific recommendations would you make for their im- 
provement? 

The most significant finding was that a substantial majority of the 
financial aid officers in the survey endorsed the rationale of the CSS 
need analysis system as still very appropriate. Even those who sug- 
gested alternatives to the system did not advocate its immediate 
abandonment, but rather a gradual move away from viewing parents 
as the primary source for the payment of college expenses. While it 
was quite clear that these users accept the rationale, the survey iden- 
tified certain troublesome areas. Forty-one percent of the respon- 
dents believed that low-income and minority families were not being 
served properly by the system. Almost as many reported dissatisfac- 
tion with the way in which assets were treated, although there was no 
consensus on how the present procedures might be improved. 

While there clearly are problem areas that require attention, many 
of the respondents believed tha\; the system is a viable one and could 
be modified, where needed, through their efforts. A number of areas 
of concern were already scheduled to be altered in the Parents' Con- 
fidential Statement in the next processing year. 

Survey of Student Opinion 

The Panel was interested in including the perceptions and ideas of 
students in carrying out its charge to evaluate the present CSS need 
analysis system and recommend improvements in that system. Ac- 
cordingly, a Committee on Student Attitudes and Concerns toward Fi- 
nancial Aid was appointed, with the request that it study representa- 
tive student opinion and report its findings to the Panel. 

The study, made in the summer of 19 j 5. was based on two sources 
of information: (1) a questionnaire survey of approximately 125 stu- 
dents at each of four universities (University of North Carolina, New 
York University, Rutgers University, and the University of Wiscon- 
sin); and (2) 55 interviews with students on the same four campuses. 

It was recognized by the student committee that its survey was lim- 
ited by the pressure of time, that the sample was relatively small, and 
that it was administered in the summer when there was less opportu- 
nity to secure a wider range of sample opinions. Despite these limi- 
tations, however, the Panel concurs with the committee that the 
insights and possibilities suggested by the data warrants serious 
consideration. 

Students surveyed were dissatisfied with the present administra- 
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tion of financial aid and believed it could aiid must be significantly im- 
proved. The committee's efforts were exploratory in nature, and its 
findings are meant only to suggest areas in which students have man- 
ifested serious doubts about the continued viability of the system. 
Students interviewed wanted better dissemination of information, a 
reorientation in the criteria used for grantingand packaging aid, and 
the creation of mechanisms by which students can actively partici- 
pate in making the decisions that affect their lives. 

Because the survey was designed and administered by students 
(not members of the Panel), the report of the survey is not included in 
the body of the Panel report but is attached, in the Appendix. 

It was clear that few of the students queried had more than a 
“vague idea" of the purposes or functions of the College Scholarship 
Service. As would be expected, many more of those who had applied 
for aid were familiar with the CSS and the administration of aid than 
were those who had not applied. They also reflected a general lack of 
information about student financial aid. Students who do not know 
what possibilities exist, and therefore need the help of competent 
counselors, often do not get the guidance they need simply because 
they do not know where to go or what they need to know. 

Few students were aware that the role of the CSS in the aid system 
is limited to computing the potential contribution of the applicant's 
family, and that the final decisions are made by the institutions re- 
garding whom to aid, how much, and with what kind of financial aid 
package. Here again, they reflected an information void about how de- 
cisions are made. Most believed that some of the confusion and mys- 
tery concerning the administration of aid and the role of the CSS 
would be eliminated if they and their parents were provided copies of 
the Financial Need Analysis Report (FNAR) or were advised of the 
amount of the recommended parental contribution. 

One out of every 6 to 7 students reported his contacts with high 
school counselors or college aid officers as “unpleasant." Almost all 
indicated that admission to college should be made without regard to 
financial need. They saw both need and academic ability as the twin 
pillars of the process of selecting students to receive aid; but it was 
clear that they believed need should receive top priority in the alloca- 
tion of the various types of aid — grant, loan, work-study. They were 
generally negative in their views of how aid was packaged, believing 
that those with the least need tended to receive the grants and schol- 
arships, and those with greatest need were aided through loans and 
work-study. 
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They objected to the work-study program as it actually exists and is 
conducted, although they supported the concept of the program as 
outlined in the CSS Manual for Financial Aid Officers that “jobs must 
be related to tne educational objective of the student/’ They thought 
that all too often the jobs were dull, tedious, and at best only tenu- 
ously related to the student’s educational objective. 

The students believed that financial support can be an important 
vehicle for helping a student develop independence. The majority 
agreed with the position of the CSS that “parents have an obligation 
to pay for the education of their children to the extent they are able 
to do so,’ : but one-third disagreed with the statement. Fifty-seven per- 
cent of the students in the survey would give the government the re- 
sponsibility for contributing at least 40 percent of the needed aid. 

These findings, combined with the interviews and responses regard- 
ing aid for self-supporting students, revealed a complex set of atti- 
tudes held jy students concerning independence (financial and other- 
wise) and the sources that should be responsible for providing aid to 
students. Students believed it important to be independent and be- 
lieved that sufficient financial aid would help them to be so. They were 
sensitive to the dilemma they faced between on the one hand wanting 
to encourage independence, and on the other wanting to provide the 
limited funding available to the most needy — thereby fostering fur- 
ther dependence of students in middle- and upper-income families on 
their parents. 

Central to the notion that independence and growth are critical as- 
pects of the university experience was a concern of students for their 
role in setting the policies that shape the conditions of their life. Re- 
spondents were asked to indicate the degree to which they felt stu- 
dents should participate in several different decisions relevant to fi- 
nancial aid. In each case the largest single grouping indicated that 
there should be “organized student representation on the decision- 
making body.” 

The general orientation of the students toward financial aid seemed 
to stem from broader concerns for social justice. A heightened social 
consciousness was exhibited by the high percentages of students who 
consistently took positions aimed at providing a college education to 
the broadest possible segments of the society. 

When asked to consider aid for part-time students, nearly half fa- 
vored only small amounts of aid, and about the same number favored 
treating the part-time student in the same manner as the full-time 
student. A large majority (84 percent) endorsed the idea of assisting 
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more students, “providing them with less than the full amount they 
need,” rather than aiding fewer students, “providing them with the 
full amount they need.” 

The problems and concerns raised by the students in this study 
were, for the most part, not new, but the fact that they have been 
raised before in no way reduces their importance. Aside from a few 
areas, primarily the issues of parental responsibility and student par- 
ticipation, most of the issues raised by the students are discussed, in 
terms they would probably endorse, in the CSS Manual for Financial 
Aid Officers. Students believed that if the constituent members of the 
CSSA were to adhere to the financial aid policy positions outlined in 
the Manual , many of their concerns would be alleviated. They also be- 
lieved that the relationship between CSS policy statements and col- 
lege practices is one that demands serious attention. 

This exploratory study, in the view of the student committee, was 
not the appropriate mechanism for probing problem areas in the 
depth and breadth they warrant; the committee believed that sepa- 
rate studies should be commissioned for those purposes. Conse- 
quently, specific solutions were not recommended. However, a num- 
ber of general recommendations growing out of the survey are 
included in the committee’s report (see Appendix). 

Self-Supporting Students 

Self-supporting students pose special problems with reference to fi- 
nancial aid, such as the definition of types (minors, married students, 
and those 21 or more years of age), proof of self-support, and the abil- 
ity and willingness of parents to contribute to their support. What 
should be the responsibility of institutions to assist such students 
whose parents cannot contribute to their educational costs, or to as- 
sist those whose parents can contribute? 

The survey of student opinion reported in the Appendix, revealed 
complex attitudes concerning independence and the sources that 
should be responsible for providing aid to students. Forced reliance on 
their parents, they felt, leads to an undesirable dependency relation- 
ship, destructive of their own growth and development as well as 
their relationship with their families. 

Students in the survey were asked to set the standard for choosing 
between two financially independent students in a situation of lim- 
ited aid funds. One of the hypothetical students was financially inde- 
pendent because his parents were unable to contribute to his support; 
the other was independent because he chose to be so even though his 
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parents could afford to contribute. Fifty-eight percent of the students 
favored giving priority to the student who had to be self-supporting 
because his parents could not contribute, and only two percent would 
give priority to the student who chose to be independent. A third cate- 
gory exists, of course: the student whose parents would be able to 
contribute but who, for whatever reasons, refuse to do so. 

There is justification in aiding self-supporting students who demon- 
strate need in their own right as independent persons. It would ap- 
pear to be more equitable, however, to limit grant aid to those who are 
involuntarily independent because their parents cannot contribute; 
and to aid voluntarily independent students, or students whose par- 
ents would be able to contribute but refuse to do so, through loans and 
work-study. 

It is particularly difficult to ascertain the facts and the bona fide 
need of students who are voluntarily self-supporting but whose par- 
ents could assist if they would. The Panel urges extreme caution in 
recognizing minors as self-supporting, where parents could contrib- 
ute. Funds inequitably so distributed to so-called “self-supporting” 
students would reduce the aid available to students with real need. 

The determination of the residency status — in-state or out-of-state 
— of self-supporting students for tuition purposes in public colleges 
can have the effect of providing or preventing financial assistance 
(tuition subsidy) because of lower charges to residents of a state and 
higher charges to nonresidents. Only about half the states have rules 
concerning the classification of self-supporting minors for tuition pur- 
poses in public colleges; those that do generally require proof of self- 
support. In New Mexico, “mere absence from the parental domicile is 
not proof of its complete abandonment.” Proof of self-support in two 
states (Ohio and Massachusetts) “consists of evidence that the par- 
ents do not contribute to the student's support or claim him as an in- 
come tax deduction.” In those two states and in Ca’^ornia, South 
Carolina, South Dakota, and Texas, a “qualifying periou of one year 
while not enrolled as a student” is required to establish proof of self- 
support. Other states require the purchase of land, longer qualifying 
periods as a resident while not enrolled as a student, or specify other 
requirements. 1 There are also similarly wide variations among the 
states in their rules concerning proof of self-support for married stu- 
dents and those a e 21 and over. 




1. Robert F. Carbone, Resident or Nonresident. Denver, Colo.; Education Commission of 
the States, 1970, pp. 21-22. 
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The Panel is aware that the CSS introduced a supplementary aid ap- 
plication form for married students in 1965 and introduced a Stu- 
dents’ Confidential Statement in 1968 for use by institutions with self- 
supporting students was also introduced. Further, within the 1970-71 
academic year a special form for graduate and professional students, 
many of whom are self-supporting, has been put into use in certain 
professional areas. 

The Panel also understands that the CSS is currently giving atten- 
tion to combining these forms into a single form and is also making a 
special study of the information on self-supporting students (their 
budgets, needs, and resources) that it has been gathering for several 
years. The Panel hopes this study will clarify the ambiguities related 
to financial aid for part-time, married, graduate and professional, 
minor, and undergraduate self-supporting students. This is an impor- 
tant area that deserves continuing attention. 

Graduate and Professional Students 

At the outset of the Panel’s work in 1969 only limited information was 
available on the distribution of institutional aid to graduate students. 
Graduate and professional schools have generally followed a policy of 
awarding all grant aid strictly on the basis of applicants’ ability. Na- 
tionally, financial aid for graduate and advanced professional stu- 
dents has been viewed as a form of institutional and social invest- 
ment in a small but highly talented segment of the population, 
necessary to the continuing intellectual and scientific renewal of the 
society. 

Several factors have reinforced this pattern of support. For one, the 
major externally funded fellowships, such as Woodrow Wilson and the 
National Science Foundation, have been based on national or regional 
competitions, and the guidelines for federally funded but institu- 
tionally awarded fellowships and traineeships, under the National 
Defense Education Act and the National Endowment for the Human- 
ities, have stressed scholarly merit. For another, the bulk of support 
for graduate students, particularly in the scientific fields, has tradi- 
tionally been in the form of teaching or research assistantships, 
where expected performance has been a major element in selection. 
Also, because of the extremely high cost to institutions of graduate 
training, limited institutional funds, ordinarily allocated by graduate 
faculty committees, have followed this pattern of selective talent- 
based awards. 

When members of the Panel first met with representatives of the 
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various graduate and professional school associations in 1969, deans 
in several professional areas showed some interest in exploring need 
analysis for allocating aid, but arts and sciences deans showed little 
inclination to explore this possibility. Over the intervening two years, 
however, there has been a considerable shift in sentiment, and need is 
becoming a more important variable in determining the amount and 
form of support in several fields. 

For the past year the Association of American Medical Colleges and 
the American Association of Dental Schools have been working with 
the CSS, and these organizations now have a specially designed need 
analysis system available for the use of member schools. The Ameri- 
can Association of Law Schools experimenting with use of the un- 
dergraduate Financial Need Analysis Report through Educational 
Testing Service. Three major graduate schools of arts and sciences 
(Princeton, Yale, and Columbia) have developed a need analysis sys- 
tem of their own and have partially implemented it for awards made 
in the 1970-71 academic year. Growing interest on the part of other 
graduate schools within the Council of Graduate Schools is now ap- 
parent. It also seems likely that some federal programs may begin to 
take need into account in the determination of stipends in the future. 
Federal fellowship programs have long included stipend supplements 
for dependents. 

It seems evident to the Panel that the shift away from merit-based 
to need-based student aid that has occurrea in under-graduate educa- 
tion since the 1950s will have a marked impact on the graduate and 
professional schools in the 1970s. Historic patterns and different as- 
sumptions of parental responsibility, however, are likely to produce a 
somewhat different development than has occurred at the undergrad- 
uate level. 

Until the past few years there has been a dearth of student aid 
funds in such professional fields as medicine, dentistry, and law. Pa- 
rental responsibility was implicitly assumed, unmet needs being filled 
primarily by forms of self-help. In the medical and dental fields aca- 
demic schedules are so demanding that loans, for all practical pur- 
poses, are the only available means of self-help. Over the last decade, 
however, the salaries of interns and residents have improved signifi- 
cantly, thus reducing the number of years for which financial aid is 
necessary, and state and federal aid funds have also increased mark- 
edly. In fields such as law, business, engineering, journalism, and pub- 
lic administration greater opportunities have traditionally existed 
for concurrent employment and study. In fields such as social work, 
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and to a lesser extent business and engineering, employer assistance 
has aided students in financing advanced degree work. 

At the opposite extreme from the health fields, for doctoral educa- 
tion in the arts and sciences little or no parental responsibility has 
generally been assumed, primary reliance being placed on grant aid 
and academic employment through teaching or research assistant- 
ships. Over half of the nation’s full-time graduate students (a larger 
number in science fields) have been fully supported by fellowships 
and assistantships during the past decade. 

At the undergraduate level there is common acceptance of the re- 
sponsibility of parents for the education of their offspring, insofar as 
they have the ability to contribute. At postbaccalaureate levels there 
is no such common assumption. Students are beyond the age of legal 
dependence, most are determined to be self-sufficient, and a majority 
are married and have assumed family responsibilities. Need analysis, 
therefore, must obviously focus more on the income and assets of the 
individual student or student family, and parental contribution must 
be viewed as a supplementary, rather than a primary, source of sup- 
port. Given the limited grant funds available in graduate and profes- 
sional education, however, accentuated by the sharp reduction in 
federally funded fellowship programs since 1^68, parental contribu- 
tion at this level should be strongly encouraged where there is ade- 
quate family ability to share the burden. 

The Panel believes there will be a significant increase in weight 
given to need factors in the allocation and packaging of student aid at 
the graduate and professional level over the coming decade. Because 
the situation is even more complex at the graduate than at the under- 
graduate level, it is even more important that an agency such as the 
CSS, with its experience and sophistication, play a leadership role. It is 
less important at the graduate level that all professional fields adopt 
a standardized policy and procedure, given the varying needs, tradi- 
tions, and availability of different forms of support and self-help 
among these fields. It seems quite evident that the federal role, de- 
spite present cuts in fellowship programs, will increase over time, 
necessitating a close link between the various graduate and profes- 
sional councils and public agencies in Washington. 

Reviewing the emerging needs, the Panel urges that the CSS offer 
its services as an experienced consultant, aiding in the development 
of an adequate system (or systems), even if it ultimately is not the 
agency that collects/and processes the FNARs. In the Panel’s view of 
the broad leadership responsibility of CSS and the College Board, it is 
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more important that they act as a wise catalyst than seek to be the 
operational instrument. 

It also seems clear that the concept of long-term loans with repay- 
ment contingent on lifetime earnings is more applicable to specialized 
graduate training than it is to broad undergraduate education. Both 
high institutional costs and high income expectations of individuals 
pursuing advanced degrees make contingent loans a more attractive 
device, with great possibility of success, at the graduate and ad- 
vanced professional level. 

Recommendations 

The following recommendations of the Panel relate to the preceding 
summary reports of the attitudes and concerns of users of financial 
aid (institutional aid officers and students); and to the special aid 
problems posed by self-supporting students and by graduate and pio- 
fessional students. 

The Panel recommends that: 

The CSS regularly conduct formal surveys, on a sample or regional 
basis , of the opinions of financial aid officers toward the need analysis 
system and the other services performed by the CSS. The information 
and views gathered in this way would be most useful to CSS staff and 
committees in their continued effort to improve the system. 

The CSS sponsor studies , national in scope , of the attitudes and con- 
cerns of students and parents as they relate to student financial assis- 
tance. 

The CSS, in cooperation with its constituent members , put materials 
that explain the financial aid system into the hands of school and col- 
lege counselors; and urge constituent members to plan programs to in- 
form students and parents at the local community level as well as to 
develop more extensive training programs for aid counselors . The pur- 
pose of these steps would be to.insure that counselors are well informed 
regarding the financial aid system and the availability of aid, and to re- 
inforce the importance of interpersonal contacts with those who seek 
their help. 

The CSS urge its members to make their financial aid procedures 
more flexible , with the aim of encouraging students to ava il themselves 
of the services, not just allowing them to do so. 

The CSS, in cooperation with its members and students, develop mech- 
anisms that would allow and encourage student part icipation in the fi- 
nancial aid process at both the CSS and institutional levels. 
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The CSS give further and continuing attention to the special problems 
related to financial aid for self-supporting students , and develop appro- 
priate policies and procedures for the guidance of aid officers in the 
member institutions . 

The CSS increase its efforts to help guide the development of need 
analysis procedures at the graduate and professional level. The Panel 
urges that the CSS appoint to its staff one or more highly competent and 
well-known persons ( perhaps selected from among retiring deans or 
university presidents) to direct this effort over the next several years. 

The CSS, through the efforts pj'eviously proposed , supplemented by 
adequate research and planning , seek to remain in the forefront in the 
current debate over contingent loan plans. 

Grant and loan aid to graduate and professional students be based 
primarily on need and secondarily on scholarly or professional poten- 
tial. 
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Adequacy of the css Need Analysis System 
for Low-Income and Minority Students 

Students from low-income and minority families pose unique prob- 
lems with reference to their need and eligibility for financial aid at 
most institutions. The adequacy of the CSS system for these student 
populations is discussed in this section. 

A Panel committee has concentrated on the question of whether or 
not the CSS system, designed originally at a time when the primary 
beneficiaries were lower-middle-class white youth, is adequate in 
coping (1) with the rising numbers of students from low-income fam- 
ilies, and (2) with the rising proportion of students from ethnic mi- 
norities. The full Panel has also devoted many hours of illuminating 
discussion to this critically important topic. 

Some members of the Panel believe that mere tinkering with CSS 
practices is inadequate, and that only massive infusions of public 
funds can solve problems of open access to higher education and of 
adequate financial aid to these populations. The Panel would not aid 
the CSS in identifying its role in today’s world, however, if it failed to 
go beyond the financial problems and attempt to improve the philos- 
ophy governing the existing system. 

In addressing these basic questions the Panel has attempted to sep- 
arate the adequacy of the financial need analysis instrument (the 
Parents’ Confidential Statement) from the manner in which it is ap- 
plied in practice by institutions. The Panel believes, however, that the 
CSS and the institutions must accept responsibility for the manner in 
which financial need is calculated, and the ways in which financial aid 
decisions are made. 

Adequacy for Low-Income Families 

In a world where there were no differences except for family-income 
variations, the broad outlines of the present system, in the Panel’s 
judgment, would be adequate. One could debate the appropriate in- 
come level of 100 percent need, and the progressivity of the curves re- 
lating adjusted effective income and expected parental contribution, 
but the basic financial need analysis system itself would appear to be 
adequate. 

The Panel recognizes, as already documented in this report, that ac- 
tual practice frequently varies from stated principles and institu- 
tional objectives. This is seen here as a “performance gap” to which 
continuing attention must be given by institutional representatives 
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who influence local aid decisions, rather than as a failure of the finan- 
cial need analysis system itself. 

Youth from low-income families, however, do have special problems. 
Low-income-group students are most commonly from families where 
foregone income would be severely missed; where community envi- 
ronment is less conducive to college attendance; and where unantici- 
pated expenses such as legal aid, illness or death, evictions, and credit 
foreclosures can have a devastating effect on the student who shares 
in family responsibility. All such conditions are effective restraints to 
college attendance. In addition, many hidden costs for the student, if 
he is to be able to afford even a reasonably minimal life style within 
his peer group, are commonly excluded from the student costs bud- 
geted by the college. At the margin, financial aid decisions have a 
greater impact on initiation and continuation of college work by 
young people from low-income families than for the more affluent. 

Several recommendations in the section of this report beginning on 
page 53 for greater progressivity in the CSS need analysis system 
would aid low-income youth. The budget problems of iow-income stu- 
dents can be accommodated within the existing CSS system, given 
sympathetic financial aid officers and appropriate income-need curves 
or special institutional modification to meet special circumstances. 
The Panel particularly urges that in periodic revisions of the curves 
attention be given to providing increased aid for low-income students. 

Many students experience only the impersonal side of large and 
overburdened financial aid offices, however, and because of unin- 
tended oversight, administrative rigidities, or the students' own pride 
or timidity, they often are not equitably handled even when the will to 
do so exists. The Panel urges that financial aid decisions be made, 
where any option exists, on the side of generosity to compensate to 
some extent for the implicit handicaps of being economically poor. 

The Panel gave considerable thought to the possibility of carrying 
need analysis below the point of zero parental contribution, and pos- 
sibly recommending modest “negative contributions" from low-in- 
come parents (that is, the institution compensating the low-income 
family for lost contributions to family support from the student). The 
idea has much merit, the Panel believes, and public programs should 
consider contributions to low-income families as well as to students. 

The college or university, as much as it may wish to contribute to 
the elimination of barriers to college attendance, cannot alone shoul- 
der the broad social responsibility this would entail. The Panel does 
believe, on the other hand, that a partial movement in this direction 
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can and should be made with respect to a student's summer earnings. 

The Panel therefore recommends that: 

The standard expectation of contribution to college costs from sum- 
mer earnings be sha?'ply reduced for students from low-income fami- 
lies; and that individual institutions treat sympathetically the situa- 
tion in ivhich a student from a low-income family cannot find summer 
employment , and seek alternate aid resources. 

The Panel does not wish to recommend that potential summer earn- 
ings be ignored for all students, for many middle-income students 
who could have found positions will then choose not to do so, and the 
Panel believes that such a choice should not reduce the expected pa- 
rental or self-help contributions. 

Adequacy for Minority Families 

As much as one might wish to assume that the particular problems of 
minority-group students and families are essentially economic — that 
is, that the problem is simply that a much higher proportion of black, 
Puerto Rican, Indian, and Mexican American students happens to fall 
in low-income categories — and can therefore be resolved by anti pov- 
erty measures, the Panel strongly disavows this conclusion. To be 
poor is not an insuperable obstacle; to be both poor and to perceive 
oneself already to a degree separate from the majority can be a heavy 
burden, particularly when one is passing through the most impres- 
sionable years of life. This may be particularly, although not exclu- 
sively, true of minority-group students attending a predominantly 
white college or university. 

There is now a heretofore unequaled opportunity to erase or signi- 
ficantly reduce the unjustified differences in opportunity open to 
young persons of different ethnic backgrounds. Perhaps the greatest 
asset of the present generation of college students is its genuine so- 
cial egalitarianism. One of the greatest hopes for overcoming racial 
prejudice and discrimination lies in the success of colleges and uni- 
versities in unifying their own society. The greatest reponsibility for 
creating the climate in which such progress can be made rests with 
the nation's educational leadership. 

On several counts the Panel believes that the present CSS system 
fails to compensate adequately for subtle but important inequities. In 
two categories of hidden costs the Panel has concluded that the CSS 
as an organization cannot supply the appropriate correctives, but it 
urges individual institutions to consider them seriously and initiate 
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research to determine the magnitude of the problems. In the pre- 
dominantly white college or university located in a white neighbor- 
hood where the racial mix is at variance with the student enrollment 
mix, many common services may be more expensive for the minority 
students than for a typical white student. Food, clothing, beauty 
salon or barber, housing, and other items may be more costly to the 
minority-group student who does not wish to cut himself off from his 
community, or who does not feel fully welcome in the immediate lo- 
cale. Depending on the circumstances of the individual college and its 
clientele, the Panel believes that financial aid officers should take 
these factors into account in estimating appropriate student budgets. 
Not only is it true in many such situations that “the poor pay more,” 
but the poor from a racial minority often pay significantly more or go 
without items that would be considered standard in the budgets of 
white students. 

Similarly, the minority family is frequently constrained to live in a 
racially segregated neighborhood. Near the poverty line this may 
mean that families pay disproportionately more for food, housing, 
and various services. Household budgets in urban ghetto neighbor- 
hoods are frequently significantly higher than in upper- and middle- 
income neighborhoods, reflecting real differences in prices of identical 
goods and services. The upper- or middle-income family from an eth- 
nic minority frequently finds that its costs too are higher than they 
might be for a comparably white family. That these conditions exist 
is not disputed; how significant these differences are in limiting the 
ability of parents to contribute to educational expenses is an open 
question. Because such economic penalties vary according to locality, 
the Panel urges that individual institutions attempt to take them into 
account rather than attempt to adjust overall CSS curves. The Panel 
also urges that the CSS make available to institutions the results of 
significant surveys of typical household costs and use its influence to 
encourage appropriate federal agencies, such as the Bureau of Labor 
Statistics and the Department of Health, Education, and Welfare, to 
collect and disseminate such information. 

A third area in which there is a possible discriminatory burden lies 
in the expectation that a student’s summer earnings will be applied 
toward the following year’s college cost. Department of Labor publi- 
cations document well the differential unemployment rate of 18-21- 
year-olds by color.. Although it is less well documented, the Panel be- 
lieves that the problem is probably even more severe for temporary 
summer positions. Many low-income students have difficulty even 
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supporting themselves during the summer, much less accumulating 
savings. 

A fourth area in which discrimination in society frequently places a 
heavy burden on the ethnic minority family, and a factor the Panel 
believes the CSS should take into account in determining need, is the 
lifetime income expectations cf minority families. Present CSS proce- 
dures consider current income and discretionary assets —that is, they 
consider the present income situation as a reflection of past earnings. 
Later in this report the Panel strongly recommends that family abil- 
ity to pay be based on discretionary assets and expected future earn- 
ings as reflected by current (in this case, three-year-average) earn- 
ings (see page 55). Such a policy, which the Panel recommends for 
equity reasons, would also permit adjustments for broad occupa- 
tional, color, and sex differences by use of federal income data pub- 
lished by the Bureau of the Census. The Panel also recommends that 
the CSS take positive steps to secure legal permission to obtain and 
use information concerning the racial identification of applicants (see 
page 59). 

To illustrate the effect of these recommendations, take the case of 
three families with identical income and age of parents, where the 
wage earner is, respectively, a white “blue collar” worker, a nonwhite 
“blue collar’’ worker, and a white “white collar” worker. The white 
collar worker-, by his occupational designation, will typically have a 
lifetime income pattern that rises more steeply with age than will his 
blue collar counterparts. Thus, over the remaining period of his work- 
ing life he can be expected to have considerably larger disposable in- 
come. (See the Panel’s recommendation on page 55 for appropriate 
discounting of future income in estimating ability to pay.) 

Between the two blue collar workers there is also a significant dif- 
ference in income expectation because of frequent racial barriers to 
advancement. The expected differences in lifetime earnings by color 
for each occupational classification have been determined by the Bu- 
reau of the Census. Thus, as is approximately the case, the nonwhite 
“blue collar” parent will typically earn about 11 percent less during 
his remaining working years than his white counterpart, and the 
Panel believes strongly that his contribution to his children’s college 
costs should be correspondingly less. The Panel’s recommendation on 
page 55 stresses equal treatment for equal income expectations. The 
Panel in no way seeks to give favorable treatment to the minority 
group parent to compensate him for being black, Puerto Rican, In- 
dian, or Mexican American; on the contrary, it recognizes that social 
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barriers at present restrict his earning capacity, and it would be an 
inequity to treat him as though he had the same capacity to contrib- 
ute, on the basis of expected future income. 

The present CSS system recognizes current differences in income, 
but it fails to take into account that current inequities are com- 
pounded over a lifetime. Once one accepts the philosophy that pa- 
rental contributions to college costs should be seen as the disposition 
of a segment of one’s lifetime earnings, and should reflect not only 
past savings but also potential future earnings, the adjustment for 
occupation, color, or sex of the head of the family follows quite nat- 
urally. To ignore these well-recognized and unfortunately long-last- 
ing differences would be like saying that a 38-year-old plumber and a 
38-year-old second-year medical resident, both of whom might be 
earning $12,000 in a particular year in question, have the same expec- 
tations for the future. If the combination of governmental and social 
action is successful over the next few years in erasing differences in 
income expectations by color for all occupations, then the adjustment 
that will emerge from the Panel’s recommendation will substantially 
fall to zero. By including such a color factor in the calculations, how- 
ever, the CSS and its member institutions are better able to take cog- 
nizance of the real world in computing financial need. 

The two adjustments recommended in the next section and further 
advocated here, plus additional institutional attention to expendi- 
ture differentials, will in the Panel’s opinion go a long way toward 
making more equitable the allocation of existing financial aid, even 
though it will take a marked increase in total aid resources to really 
eliminate financial barriers to going to college. 

The problem of restricted access to higher education on the part of 
ethnic minority youth is obviously much greater than the CSS can 
hope to resolve. As the major vehicle by which most financial aid is 
allocated, however, the CSS is in an important position to influence 
both governmental and institutional policy. The Panel applauds its ef- 
forts in the past and urges even more vigorous action in the future. 

The Panel therefore recommends that: 

The CSS appoint a permanent high-level commission to review annual 
progj'ess in the nation’s colleges toward accomplishing the goal of 
equality of access to higher education , and to make p?'oposals to fed- 
eral , state , and private agencies for expanding educational opportu- 
nities* 
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Technical Changes to Improve Equity 
in Determination of Parental Contributions 

This section includes recommendations for improving the procedures 
used by the College Scholarship Service in measuring parental re- 
sources and determining the rate of parental contribution. The Pan- 
el's concern has been with improving the fairness of the present CSS 
system by achieving greater equity in the required contribution from 
families who have equal resources, and with providing a better basis 
for applying the widely accepted principle of ability-to-pay in deter- 
mining the relative contribution expected from families of unequal 
resources. 

In dealing with such questions as what to include in income or in 
net worth, what to allow as deductions, and most important, what role 
future prospects with regard to earnings and living costs should play, 
the Panel was continually aware of informational and administrative 
limitations. An effort has been made to keep recommendations within 
the realm of the feasible. In short, the objective might be stated as 
the maximization of equity, subject to some practical constraints. 

Past, Present, and ’J'uture 

An essential feature of the family contribution to college costs is that 
it is usually made within a relatively short time segment out of the 
family’s economic life. To what extent and how should the determina- 
tion of the parental contribution 4 ake account of the family’s past eco- 
nomic experience, and its future prospects? 

The assets that a family possesses in the year in which it first ap- 
plies for aid reflect its past earnings experience, its past costs of main- 
tenance, and, of particular concern from an equity viewpoint, its past 
willingness to forgo consumption and save. Of two families with other- 
wise similar economic histories, the one that has saved more will have 
accumulated larger assets although it has really not had a better eco- 
nomic experience. If these assets are taken as evidence of ability to 
contribute to college costs, then the family that saves more will be 
penalized for its thrift. This point becomes even more troubling if the 
motive for the thriftier family was exactly to make provision for col- 
lege costs. It may well be, however, that for most families at low-in- 
come levels, low rates of past saving really do imply special hardship, 
so that no general inequity would arise from granting relatively more 
aid to low savers. In any case the Panel found no feasible method for 
properly taking such past circumstances into account and decided to 
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accept the principle (also implied in the present CSS system) of letting- 
bygones be bygones. Thus it was concluded that the appraisal of the 
family’s ability to contribute to college costs should be based on its 
economic situation at the time of the initial application for aid and on 
its future economic prospects. 

With regard to the future, the Panel believes the present CSS proce- 
dure can be further improved. At present, the family’s future pros- 
pects and living requirements are taken into account primarily in the 
calculation of the annual income supplement from discretionary net 
worth. In the first place, for the calculation of net worth itself, the 
cost of an annuity sufficient to assure the parents an income equal to 
the cost of the moderate standard of living after retirement is sub- 
tracted. Second, it is recognized that a younger parent has more earn- 
ings years ahead of him* in which to save, and hence a higher per- 
centage of his discretionary net worth is considered available as an 
income supplement. For example, the income supplement from $10,000 
of discretionary net worth is $1,200 if possessed by a 40-year-old par- 
ent, and $700 if possessed by a 60-year-old parent. (If discretionary 
net worth is itself small, the age differential in parental contribution 
becomes insignificant.) 

In the Panel’s judgment, it ,s desirable and now feasible to inte- 
grate current income, current assets, and estimates of future income 
and family living costs into a consistently defined measure of family 
resources. Tables are now available from the Bureau of the Census 
providing estimates of the present value of expected future lifetime 
earnings for age groups from 18 to 64. Separate tables show the in- 
fluence on current and expected earnings of educational level, occu- 
pation, and color. Other tables permit the estimation of the present 
value of future living costs at any specified level. The data available 
now are based on the 1960 census and interim samples; the 1970 cen- 
sus will provide more comprehensive, reliable, and up-to-date figures. 

Allowing for future earnings not only provides a more accurate as- 
sessment of the economic status of younger parents relative to older 
ones, but also recognizes differences in economic position that are due 
to differences in the expected patterns of future earnings. A 40-year- 
old man with a college education has greater earnings expectations 
relative to his current earnings level than does a 40-year-old man 
with only a high school education; even if both have the same current 
earnings, the present value of the expected future earnings of the col- 
lege-educated man is larger because the patterns of lifetime earnings 
in occupations open to the college-educated tend to show a sharper 
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trend upward and to provide more continuous employment. As an ex- 
ample, the expectations of an established plumber may be compared 
to those of a beginning doctor. Similarly, and because of lower life ex- 
pectancy, nonwhites have lower expected future earnings than do 
whites of the same age, education, and current income. 

The Panel has explored in some depth the potentialities of using 
these expected lifetime earnings estimates in measuring family fi- 
nancial strength, always keeping in mind the numerous technical 
problems of method and data, and of course the inevitable uncer- 
tainty and error in any evaluation of the future. The ultimate error to 
be minimized, however, is not the error of forecasting as such but 
rather the error of being unfair — of attributing too much or too little 
ability to provide for college costs to some families relative to others 
in similar circumstances. Assuming no disagreement about the rele- 
vance and importance of future earnings in appraising financial abil- 
ity, the “equity error” cannot be avoided by ignoring future prospects 
and depending exclusively on the more certair data on current in- 
come and assets. It is the Panel's opinion that making use of esti- 
mates of expected lifetime earnings will, on the average, result in 
more accurate assessments of relative financial capability and hence 
substantially greater equity. 

The Panel therefore recommends that: 

CSS procedures for determining parental ability to contribute to edu- 
cational costs of offspring be modified to incorporate estimates of the 
future earnings and living costs of the family. The present method of 
treating assets should also be modified accordingly. 

The Panel is not prepared to recommend a detailed procedure as nec- 
essarily the best way to implement this recommendation. Before such 
a specific judgment is made, alternative techniques and sources of 
data ought to be investigated and tested in depth, a task that would 
best be undertaken by those who will have the continuing responsi- 
bility for carrying out the procedures. The Panel's investigations sug- 
gest, however, that what might be termed a Present-Value-Total-Re- 
sources (PVTR) approach is most promising. 

The Panel therefore recommends that: 

The CSS give careful consideration to y and thoroughly explore , a Pres- 
ent-Value-Total-Resources approach to determining parental ability to 
contribute to college costs for offspring . 

The major steps required by this approach are outlined below, and 
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subsequently examples are developed to show how it would compare 
with the present CSS system in its treatment of specific family situa- 
tions. This is done here not only because the PVTR approach appears 
promising, but because developing these examples seems the most 
helpful way to chart the course for any serious attempt to integrate 
future prospects into current measures of ability-to-pay. 

The Present-Value-Total-Resources (PVTR) 

Approach to Measuring Parental Ability-to-Pay 

Outline of steps. The objective of the PVTR approach, to repeat, is to 
integrate current and estimated future earnings, current and esti- 
mated future living costs, and net current assets into one overall and 
consistent measure of family discretionary resources. The computa- 
tion requires deriving the present value of the family's estimated 
earnings through age 64, including the current year, which is then 
added to the family's net worth. From this must be subtracted the 
present value of an allowance for personal maintenance at mod- 
erate standard of living through age 64, and the cost of an annuity 
sufficient to assure a moderate living standard in retirement years. 
(This latter subtraction would be made, as in the present CSS system, 
only wheie necessary to supplement Social Security benefits and any 
other retirement benefits provided by employers.) The net figure, dis- 
cretionary resources, is the basis of parental ability to contribute to 
college costs. The estimation of future earnings and living costs is ex- 
amined first below. 

It is not feasible, of course, to tailor-make estimates of future earn- 
ings on an individual basis for every family. It is feasible, however, to 
take an actuarial approach and place the earning parent in a group 
whose relevant characteristics he shares. It can then be assumed that 
the lifetime pattern of earnings of this group will apply to him also. 

The estimates of the present value of lifetime earnings prepared by 
the Bureau of the Census (referred to above) are given in the Bu- 
reau's Technical Paper No. 16 , based on 1959 economic data from the 
1960 Census and published in 1967. Alternative estimates are pre- 
sented that allow for alternative assumptions about annual increases 
in productivity (0, 2, 3, and 4 percent) and for use of alternative dis- 
count rates up to 5 percent. The estimates for a male of a specified 
age, color, educational level, and occupation are based on what is 
called a cross-sectional analysis. For this computation, the actual av- 
erage of current-year earnings in 1959 for each subgroup, for each 
age level, is tabulated. It is then assumed that as an individual's 
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working life progresses, his earnings will follow, through time, the 
pattern that is shown by the earnings average for successive age 
groups in the single year 1959. Further, since not all individuals sur- 
vive to 65, the average earnings at each age level are reduced by the 
appropriate mortality rates (the Bureau uses 1964 rates for all white 
and nonwhite males). The present value of the resulting earnings se- 
ries is obtained by discounting it using the alternative rates indi- 
cated. Any desired assumption about changes over the future in 
prices or productivity can be built in by adjusting the average annual 
earnings data appropriately. 

Lifetime to current earnings ratios. For each subgroup, the ratios of 
present value of lifetime earnings to current-year earnings can be 
computed. Differences among the subgroup ratios reflect differences 
in patterns of lifetime earnings, differences in the incidence of unem- 
ployment, and differences between whites and nonwhites in mortality 
rates. Such ratios can be applied to the current earnings of any speci- 
fic individual who 's identified as a member of a particular subgroup 
in order to estimate the present value of his lifetime earnings. The as- 
sumption here is that, while his current earnings level may differ 
from that of his group average, the pattern of earnings and the inci- 
dence of unemployment over the remainder of his working life will ap- 
proximate the group average. This appears to be a reasonable as- 
sumption for the age and career stage of parents of students applying 
for aid. 1 

The importance of taking future earnings into account i_i measur- 
ing present ability-to-pay is indicated by the differences among the 
ratios presented in Table 6. These are ratios of the present value of ex- 
pected lifetime earnings to current earnings for males classified by 
age, educational level, and color, using a 5 percent discount rate and 
assuming zero productivity increase. 2 



1. It may be that a given family's deviation from the average of current earnings for its 
subgroup reflects random rather than stable factors (a bonus, moonlighting, and so 
forth). This could be adjusted for by including only a portion, say one-half, of the de- 
viation of any particular family from the subgroup average. Also the recommendation 
below, that three years' income be examined, would make it possible to eliminate com- 
ponents of earnings that seem unlikely to be maintained. 

2. The present values of expected lifetime earnings are also available by 10 occupa- 
tional cross classifications and given in Bureau of the Census Technical Paper No. 16 . 
However, the Panel has reservations about their usefulness, on the ground that the 
groupings are likely to be quite heterogeneous and that an individual’s membership in 
a subgroup may not be stable over his working life. Educational level will be more sta- 
ble and reflect the more significant differentials. 
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Table 6. 1959 Ratios of Present Value 

of Expected Lifetime Earnings to Current Earnings 

(For males, by age, educational level, and color. 

Assuming zero productivity increase and 5% discount rate) 





Elementary school 
— eight years 


High school- 
fou r years 


College — 

four years or more 


Age 


White 


Nonwhite 


White 


Non white 


White 


Nonwhite 


40 


.... 13.13 


12.06 


13.46 


11.70 


14.93 


12.16 


45 


.... 11.36 


10.58 


11.54 


10.24 


11.98 


10.31 


50 


.... 9.40 


8.69 


9.55 


8.69 


9.35 


8.53 


55 


.... 6.93 


6.63 


7.04 


6.47 


6.81 


6.42 


60 


.... 4.08 


3.92 


4.03 


3.87 


3.93 


3.76 



Source: U.S. Bureau of the Census, Technical Paper No. 16 (1967). Odd yeais by inter- 
polation. 




No attempt is made here to project the earnings of female members 
of th° household. Working women have a future earnings prospect 
that bears a different relation to current earnings than that of men; 
further, housewives not now in the labor force may enter it later. 
Such projections will have more uncertainty than those for males, but 
the PVTR approach requires that they also be used. 

The most important factor producing differentials in these ratios 
for males, not surprisingly, is age. Comparing ages 55 and 45— the 
range that includes the bulk of parents of college aid applicants -the 
ratios for the older group are half to two-thirds those for the younger 
one. 

Education for whites at the younger ages has a consistently posi- 
tive effect on the ratios. For 50 and above, however, the ratios for col- 
lege-educated whites are below those that apply to whites with less 
education; this does not mean that the total earnings are less, but 
only that the earnings of the college-educated fall relatively more 
rapidly as retirement approaches. For nonwhites, the ratios of ex- 
pected lifetime to current earnings are slightly higher for those with 
only an elementary education than for the more educated, with the 
exception of college-educated 40-year-olds. 

A very significant differential is the consistently lower ratio for 
nonwhites at all age and educational levels. For a 45-year-old, the 
white-nonwhite gap amounts to 7 percent for the elementary school 
graduates and rises to 11 percent for high school graduates and 14 
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percent for college graduates/ 1 Were no adjustment made for these 
differentials, white and nonwhite parents of equal current income 
would be considered of equui financial ability whereas actually the 
nonwhite parent has significantly lower expected future earnings. 

In view of the apparent importance of these white-non white differen- 
tials, the Pan recommends that: 

The CSS tatce the necessary steps to obtain and use information con- 
cerning t)ie racial identification of applicants for student aid . 

These ratios have been prepared from estimates based on data from 
the 1960 Census. The question naturally arises of whether the ratios 
and the differentials among them would be significantly different if 
they were based on later data. The re*- 'ts of the 1970 Census are not 
yet available, but the Bureau's Current Population Report Series P- 
60, No. 74, gives 1968 estimates of the present value of expected life- 
time earnings for employed males in 1968, based on a sample survey. 
While these figures are not exactly comparable since the 1959 data 
were for all males in the experienced labor force, and no white-non- 
white breakdown was given, there are estimates for each age group 
and for a detailed educational breakdown. Ratios of the present vahje 
of expected lifetime earnings to current earnings are shown in Table 7 
for approximately comparable groups of males for the two years 1959 
and 1968. 

The ratios are generally of the same order of magnitude, and the 
differentials due to age and education are similar. For elementary and 
high school graduates, the 1968 ratios are somewhat lower than the 
1959 ones; for the college-educated 45 and over, the 1968 ratios are 
somewhat higher. 

A factor of considerable importance in the computation of the ra- 
tios is the rate of discount used to obtain the present value of ex- 
pected lifetime earnings. A 5 percent rate is used for the figures in 
Tables 6 and 7; this is the highest rate for which the Bureau of the 
Census has computed the present values. The view has been ex- 
pressed that a much higher discount rate should be used. The purpose 



3. About one-half of the white-non white differentials in the ratios arises from the lower 
life expectancy of nonwhites; the other half represents differences in the patterns of 
earnings and in the incidence of unemployment. It may in general be noted that, in 
making these computations, no distinction in survival rates by educational level was 
employed. If this distinction had been made, the apparent higher future earnings rela- 
tive to current earnings of the nonwhite less Well-educated might well have disap- 
peared. 
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Table 7. 1968 and 1959 Ratios of Present Value 
of Lifetime Earnings to Current Earnings 

(For males, by age and educational level but not color. 
Assuming zero productivity increase and 5% discount rate) 





Elementary school 
— eight years 


High school — 
four years 


College — 

four years or more 


Age 


1959 


1968 


1959 


1968 


1959 


1968 


40 


13.27 


12.84 


13.38 


12.95 


14.88 


14.53 


45 


11.32 


10.72 


11.50 


10.84 


11.88 


11.99 


50 


9.38 


8.63 


9.55 


8.74 


9.28 


9.53 


55 


6.94 


6.47 


7.08 


6.47 


6.81 


7.01 


60 


3.93 


3.91 


4.10 


3.81 


3.92 


4.02 



Sources: 1959: See Table 6: figures given here are for whites and nonwhites combined 
1968: U.S. Bureau of the Census, Current Population Reports , Series P-60, No. 74. Ra- 
tios for 1959 are for all males; those for 1968 are for males with income in 1968 and 
hence do not reflect all the differential unemployment rates among age groups. 



of a higher discount rate would be to diminish further the importance 
of estimates of earnings for the remote future as compared to those 
for the near-term. It would, of course, also reduce differentials among 
the subgroups. 

The implications of using a high discount rate, specifically 15 per- 
cent, for one important set of differentials in the ratios (namely, the 
white-nonwhite differentials) are illustrated in Table 8, using 1959 
data. The differences between the white and nonwhite ratios are sig- 
nificantly reduced by using the higher discount rate, but they are by 
no means eliminated. The reduction is more significant for high school 
and college graduates than for the group with only an elementary 
education. 

Discretionary resources. Once the ratios of present value of ex- 
pected lifetime earnings to current earnings have been established 
for each subgroup, the next step is to apply the appropriate ratio to 
the actual current earnings of the applicant’s family. This provides an 
estimate of the present value of the family’s expected lifetime ea -n- 
ings. To this must be added the family’s Net Worth to obtain Total Re- 
sources. 

The present value of expected future living costs necessary for the 
maintenance of the moderate standard of living must then be esti- 
mated and subtracted. The annual amount to allow up to age 65 will 
depend on the present age of the parents, their survival probabilities 
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Table 8. Effect of Increasing the Discount Rate 
on Wliite-Nonwhite Differentials in Ratios of the Present Value 
of Expected Lifetime Earnings to Current Earnings 





(l) 


(2) 






Ratios at age J+5 






Whites 


Nomvhites 


(2) as % of (J) 


Elementary school 








Discount rate of 5% 


11.36 


10.58 


93% 


Discount rate of 15% 


5.91 


5.58 


94% 


High school 








Discount rate of 5% 


11.54 


10.24 


89%. 


Discount rate of 15% 


..... 5.98 


5.49 


92% 


College 








Discount rate of 5% 


11.98 


10.31 


86% 


Discount rate of 15% 


6.19 


5.53 


89% 



Sources: 5% figures from Table 6. 15% figures computed by discounting the annual earn- 
ings data given in Bureau of the Census Technical Paper No , 16 and adjusting for sur- 
vival rates for 1967 as computed from mortality rates for 1967 given in toe Statistical 
Abstract for 1969, page 54. 



and the precise ages of their children. Thes', annual amounts of pro- 
jected living costs must then be discounted by the same rate used in 
the estimation of the present value of lifetime earnings. The result is 
the present value of the expected cost of living. 

For the postretirement years, the consistent procedure would be to 
subtract here an allowance that would provide for any supplement to 
Social Security benefits necessary to maintain the moderate standard 
of living. The present CSS procedure described above is followed here 
instead, however; this subtracts the retirement allowance from net 
worth to obtain discretionary net worth. (The result of adding only 
discretionary net worth to the present value of lifetime earnings is a 
slightly lower figure for total resources, a similarly lower figure for 
the cost of living, and the same figure for discretionary resources as 
would be obtained were the retirement allowance subtracted in its 
proper place along with the cost of living/ 1 ) 



ERfC 



4. This lowering of the total resources figure slightly affects the relationship between 
the parental contribution and the rate structure suggested below, because the rates 
are made a function of the ratio of Total Resources to the present value of the cost of 
living. 
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The magnitude of discretionary resources for a family will be many 
times larger than the CSS adjusted effective income, but this does not 
imply that the expected contribution from any given family is to be 
anything like proportionately enlarged. The expected contribution for 
many families would in fact be reduced under the rate schedule sug- 
gested below, for the size of the contribution depends on the level of 
the contribution rate schedule. Under the PVTR approach, these rates 
will be a fraction of those implied by the present CSS parental contri- 
bution tables. It should be kept in mind that the main purpose of de- 
riving discretionary resources is not to influence in any substantial 
way the aggregate amount of financial aid to, or the aggregate contri- 
bution expected from, the population of families as a whole. Rather, 
its significance is in providing an improved measure of relative pa- 
rental ability-to-pay, resulting in a more equitable distribution among 
families of the financial aid available. 

A comparison of the PVTR approach with the present CSS system in 
specific terms for a prototype family is presented beginning on page 
64. Since the comparison includes the expected parental contribution 
under the PVTR approach based on a suggested contribution schedule, 
the formulation of such a schedule follows here. 

The Contribution Rate Schedule 

A general sense of justice can be readily invoked to support the con- 
clusion that families with equal ability should contribute equal 
amounts to the payment of college costs. 5 There is also consensus that 
families of greater ability should contribute at a higher percentage 
rate than families of lesser ability. In addition, the rate structure 
ought, as a practical matter, to be graduated smoothly and should not 
result at any point in an excessively high rate on increments in earn- 
ings. Subject to these constraints, the particular degree of progres- 
sion to be built into the rate structure is a matter of judgment. 

The Panel is convinced that the rate structure should be so formu- 
lated that it is effective in real terms, necessitating no adjustment 
when inflationary changes in income and prices occur. That is, a fam- 
ily whose earnings rise by 10 percent when prices also rise by 10 per- 
cent should automatically be expected to contribute the same per- 
centage of its discretionary resources as it would have m the absence 



5. Leaving aside for the moment the question of how the parental contribution should 
be related to the number of children Roing to college, which is discussed in “Treatment 
of Multiple Offspring” below. 
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of the general increase in prices and earnings; and, the contribution 
rates should automatically decline for a family whose income does not 
keep pace with a general inflation. 

The present CSS system obviously cannot accomplish this. Specific 
amounts of contribution are attached to specific monetary amounts of 
adjusted effective income; a higher nominal income inevitably leads 
to a higher contribution, and an unchanged nominal income results in 
an unchanged contribution, irrespective of what happens to prices.** 
Therefore as inflation has progressed in recent years, it has been nec- 
essary to introduce changes in the contribution tables. 

A contribution rate schedule can be formulated rather simply that 
will function properly during inflation. Essentially, for the PVTR ap- 
proach, it requires that the level of the contribution rate be made a 
function of the ratio of total resources to the present value of the cost 
of maintaining a moderate standard of living. Since the cost of living 
rises with inflation, the nominal rates to which a family is subjected 
will remain constant if, and only if, family resources expand propor- 
tionately. 

With reference to the contribution rate schedule , the Panel therefore 
recommends that: 

The rate schedule be made a function of the ratio of resources to cost 
of living to avoid adjustment in response to changes in the price level . 
The schedule should be changed only as a deliberate policy to alter the 
real progressivity of the system. Automatic adjustments of the coc't of 
living should , of course , be made ivhenever new data are made available 
by the Bureau of Labor Statistics. The equity principle underlying this 
formulation of the rate structure is that all families of equal potential 
standard of living should contribute an equal percentage of their re- 
sources to the payment of college costs. 

The contribution rate schedule be made more progressive tha.i the 
rates implied by the present CSS contHbution tables , although the de- 
gree of progressivity of the system is a matter of judgment rather than 
of technical improvement. 

A suggested structure that conforms to these recommendations is 
presented in Table 9. As shown in the next section, it results in requir- 



6. An adjustment of the subtraction from net worth for the cost of the retirement an- 
nuity when the price level rises is perhaps implied by the CSS procedures and has been 
made for the illustrative calculations given below; however it has only a minor effect on 
the parental contribution. 
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ing a higher contribution than does the present CSS system from fam- 
ilies at the upper end of the range of applicants, a lower contribution 
at the lower end, and a similar contribution from a family near the 
middle of the range. 

Table 9. Suggested Contribution Rate Schedule 

(For Total Resources computed from 15% discount rates) 

4% of the amount by which total resources exceeds the present value of the 
cost of maintaining the moderate living standard, plus 
l%of any excess of total resources over one and one-half times the present 
value of the cost of maintaining the moderate living standard, plus 
1% of any excess of total resources over twice the present value of the cost of 
maintainingthe moderate living standard 

Under this rate schedule, the maximum effective marginal rate on in- 
crements of earnings is something less than 50 percent. 7 

A Trial Run: Cases Illustrating 

How the fvtr Approach with the Suggested Rate Schedule 
Compares with Present css Procedures 

The prototype on which the illustrations here are constructed is the 
family of Margaret Fleming (fictitious name), whose Parents’ Confi- 
dential Statement and Financial Need Analysis Report are presented 
in the CSS Manual for Financial Aid Officers , 1969 Revision, pages A- 7 
to A-10. There are three children in the family, the aid applicant being 
the oldest. The father’s education and color are not reported, and it is 
assumed initially that he is white and is a high school graduate. The 
CSS calculations of effective income t nd net worth are used as re- 
corded. 

Table 10 shows the parental contribution for Fleming as it is now 
computed under the present CSS system and as it would be computed 
under the PVTR approach, using the suggested rate structure of Table 
9. The difference between column (1) and column (2) is that, for the 
latter, Fleming is assumed to be 10 years older than the 45 years of 
age given in the Manual ; but he has the same current earnings, prop- 



7. Under the PVTR approach, an increment in current earnings implies a multiple in- 
crease in the estimate of the present value of lifetime earnings. With the 15 percent dis- 
count rate, the maximum ratio of the present value of lifetime to current earnings is 
about 7; since the highest marginal contribution ra*o is 6 percent, the maximum effec- 
tive marginal rate on earnings is about 42 percent. 
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erty income, and net worth (although not, of course, the same present 
value of lifetime earnings or of living costs). A coi tparison of columns 

(1) and (2) thus brings out the greater sensitivity to age of the PVTR 
approach than of the present CSS system. 

Table 10. Calculation of Parental Contribution 

for Fleming Case: Comparing Present CSS Computations 

with Those for the pvtr Approach 

(Assuming a 15% discount rate, no productivity increases; that Fleming is 
white, is a high school graduate, and has three children, as given in the Mail- 
teal; using the illustrative rate schedule of Table 9.) 

All figures in dollars except as indicated. 

( 1 ) ( 8 ) 

Age 1+5 Age 55 

Characteristics from Manual: 

(1) Effective income after tax 10,890 10,890 

(2) Property income after tax — est 340 340 

(3) Earned income after tax (1) — (2) 10,550 10,550 

(4) Net worth 19,800 19,800 

CSS computatio?is : 

(5) Retirement allowance {Manual Table 4) 7,800 10,800 

(6) Discretionary net worth (4) — (5) 12,000 9,000 

(7) Income supplement {Manual Table 5) 1,320 810 

(8) Adjusted effective income (1) + (7) 12,210 11,700 

(9) Parental contribution {Manual Table E) 1,510 1,390 

% Change from column (1) —9% 

PVTR computations: 

(10) Lifetime to current earnings ratio 5.983 4.648 

(11) PV of earned income (10) x (3) 63,121 49,036 

(12) Total resources (11) + (6) . 75,121 58,036 

(13) PV of cost of moderate living standard* 38,617 32,217 

(14) Discretionary resources (12) — (13) 36,504 25,819 

(15) 4% of (12) -(13) 1,460 1,032 

(16) 1% of (12) — li (13) 172 97 

(17) 1% of (12) -2 (13) 0 0 

(18) Parental contribution (15) + (16) + (17) 1,632 1,129 

% Change from column (1) —31% 



* Allowing $5,000 per year for Fleming and his wife up to age 64, discounted at 15% and 
adjusted for mortality rates; $500 a year for the four college years for each child; and 
$1,500 a year for the precollege years for each child; again discounted by 15% but as- 
suming zero mortality rates for the children. 
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Under the CSF< system, Fleming at age 45 would be expected to con- 
tribute $1,510 (rcnv 9); under the PVTR approach the contribution 
would be $1,632 (row 18). If he were 55 years old, his expected conti'i- 
bution under the CSS system would be reduced by about one-tenth; 
under the PVTR approach it would be reduced by three-tenths. 

Tables 11 and 12 are concerned with showing the comparative pro- 
gressivity and the comparative responsiveness to inflation of the two 
systems. Four different levels of current income and consistent 
amounts of net worth aie assumed for the Fleming prototype family; 
all other characteristics are assumed to be as given in Table 10, col- 
umn (1). As indicated by the headings and the footnotes, the income 
levels illustrated are intended to represent the low-income level, the 
moderate-income level, Fleming’s actual income level, and a higher 
level of income toward the top of the range of parents applying for 
aid. The difference between column (1) and column (2) in both tables 
shows the results of a general 10 percent inflation, affecting the cost 
of living (including the cost of family maintenance at the low-income 
level and at the moderate level), all incomes, and all assets. 



Table 1 1 . css Parental Contribution 

and Contribution under pvtr Approach for Illustrative Variations 
in Earnings and Resources 

(For prototype family with Fleming family’s personal characteristics; 
all figures in dollars) 



(1) . (2) 

Preva i ling After 1 0 % 

prices general 

1968 inflation 

A. Low level of current income : 

(1) Effective income $ 6,550 $ 7,205 

(2) Net worth 7,300 8,030 

(3) CSS parental contribution 200 350 

(4) Total resources 38,689 42,558 

(5) PV cost of living 38,617 42,479 

(6) Discretionary resources (4) — (5) 72 79 

(7) PVTR parental contribution — — 

B. Moderate level of current income: 

(1) Effective income 9,700 10,670 

(2) Net worth. 16,360 17,996 

(3) CSS parental contribution 1,125 1,390 

(4) Total resources 66.595 73,255 

(5) PV cost of living 38,617 42,479 



o 
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(6) Discretionary resources (4) — (5) 

(7) PVTR parental contribution . . 

C, Original Fleming data: 

(1) Effective income 

(2) Net worth * . 

(3) CSS parental contribution . . . 

(4) Total resources . . 

(5) PVcost of iiving 

(6) Discretionary resources (4) — (5) 

(7) PVTR parental contribution . . 

D. High level of current income: 

(1) Effective income 

(2) Net worth 

(3) CSS parental contribution . . . 

(4) Total resources 

(5) PVcost of living 

(6) Discretionary resources (4) — (5) 

(7) PVTR parental contribution . . 



(O 

Prevailing 

prices 

1968 


(2) 

After 10% 
general 
inf at ion 


. 27,978 


30,776 


1,206 


1,326 


. 10,890 


11,979 


. 19,800 


21,780 


1,510 


1,810 


. 75,121 


82,633 


. 38,617 


42,479 


. 36,504 


40,154 


1,632 


1,795 


. 15,250 


16,775 


. 31,700 


34,870 


3,300 


3,900 


. 112,149 


123,364 


. 38,617 


42,479 


. 73,532 


80,885 


3,832 


4,215 



ii 




A: This case is designed to illustrate not only the low level of current income but also an 
approximately zero level of discretionary resources. The low level of effective income is 
that given in the CSS Manuals 1969 Revision, Table 2, p. 5-5 and refers tc, , 968 prices for 
column (1). 

B: The moderate-income level for column (1) is taken from Table 1 of the Manual , p. 5-4. 
The accompanying net worth figure is obtained by interpolating between the low-in- 
come level assumption of net worth and the Fleming case figure in C, in accordance 
with the change in income. 

C: The original Fleming data as given in the Manual. 

D: An arbitrarily selected income level 40% above Fleming's, intended to be toward the 
top of the income range of aid applicants. Net worth is assumed to be 60% above Flem- 
ing's, which is consistent with the relationship between income and assets for Flem- 
ing’s age group, as given by D. S. Projector and G. S. Weiss in Sui'vey of Financial Char- 
acteristics of Consumers. Washington, D. C.: Board of Governors of Federal Reserve 
System, August 1966, p. 111. 

All figures are computed as illustrated in Table 10. The second column shows the effect 
of allowing for a general inflation of 10% affecting all incomes and assets as well as the 
cost of maintaining the various levels of real income. At all income levels it is assumed 
that the applicant’s employer makes no provision for retirement, other than Social 
Security benefits, and hence an annuity cost has been subtracted from net worth. 
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Table 12. Progressivity of the Contribution Rate 



and Response to General Inflation 

( l ) (J) 

Pre va i / } tiy Aft e r 1 0% 
prices general 

I. Contribution as percentage of effective income I96s 'inflation 

CSS parental contribution rates: 

A. Low level of current income 3.1% 4.8% 

B. Moderate level of current income n.6 13. o 

C. Original Fleming level of current income 13.9 15.1 

D. High level of current income 21.6 23.2 

PVTR contribution rates: 

A. Low level of current income — - 

B. Moderate level of current income 12.4 12.4 

C. Original Fleming level of current income 15.0 15.0 

D. High level of current income 25.1 25.1 



II. Contribution as percentage of discretionary resources 



CSS parental contribution rates : 

A. Low level of current income — — 

B. Moderate level of current income 4.0 4.5 

C. Original Fleming level of current income 4.1 4.5 

D. High level of current income 4.5 4.8 

PVTR contribution rates: 

A. Low level of current income — — 

B. Moderate level of current income 4.3 4.3 

C. Original Fleming level of current income 4.5 4.5 

D. High level of current income 5.2 5.2 



Source: Computed from figures in Table 11. 



The parental contribution at 1968 prices for the low level of income 
under the present CSS system is $200; it would be negligible under the 
PVTR approach. At the moderate-income level, the PVTR figure is close 
to that for the present CSS system. At the level of the original Fleming 
family and at that of the high-income example, however, the contribu- 
tion und^r the PVTR approach becomes higher than under the CSS sys- 
tem. Thus the PVTR rates of Table 9 provide about the same parental 
contribution at the moderate-income level and a significantly steeper 
progression both upward and downward. 

The contribution figures in column (2) are, of course, higher than in 
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column (1), but it is the changed relationship among them that is sig- 
nificant. This aspect is better discussed in terms of the percentage 
rates of contribution that are presented in Table 12. 

Section I of Table 12 shows contribution rates expressed as percent- 
ages of the CSS concept of effective income; Section II shows them as 
percentages of the PVTR concept of discretionary resources. The level 
of the percentages is much higher in Section I than in Section II, since 
effective income is a much smaller figure than the total of discretion- 
ary resources. On either computation, the greater progressi vity of the 
PVTR approach is clear. As a percent of effective income, the PVTR con- 
tribution rate rises with income from 0 to 25.1 percent, whereas the 
CSS system's rate rises from 3.1 percent to 21.6 percent. The patterns 
are similar when the rates are expressed as percentages of discretion- 
ary resources. (The rate here is actually undefined for the low level of 
income, since discretionary resources are zero.) 

Greater progressivity could readily be built into the PVTR approach 
by adjustment of the rate structure. The rates given in Table 9 are in- 
tended to be illustrative. There is nothing to prevent the rates from 
going negative at levels below the point of zero discretionary re- 
sources, which would imply a contribution from the college to the stu- 
dent, to recognize the higher budget needs and limited summer sav- 
ings of students from impoverished families. 

The Panel therefore recommends that: 

The rate schedule be extended downward to provide for a negative ex- 
pectation from families with incomes falling below the Bureau of Labor 
Statistics low budget standard . 8 

The contrast in response to inflation between the CSS rate structure 
and the rates proposed in Table 9 is brought out sharply by comparing 
the two columns of percentages in Table 12. The CSS percentages are 
all increased by inflation; families at every income level are called 
upon to contribute a higher percentage of their income or resources, 



8. This would recognize not only the explicit costs of college attendance, but also the im- 
plicit costs to these families. When a college cannot financially recognize the increased 
budget costs, because of lack of funds or institutional policy, th ^gative expectation 
can serve as a ranking device for setting priorities or existing furius. In such cases, stu- 
dents from low-income families would have a greater indicated need for financial assis- 
tance, and would receive priority in the allocation of institutional and public funds. (See 
James L. Bowman, Some Thoughts and Reflections Regarding Parental Ability to Pay 
for Higher Education . Princeton, New Jersey: Educational Testing Service, December 
1970, page 22.) 
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even though the increases in the dollar value of income and resources 
have been no more than the increase in prices. The percentage con- 
tribution rates under the pvtr approach, however, whether figured 
on Effective Income or on Discretionary Resources, are exactly the 
same as before inflation — which is as it should be since no change has 
taken place in real income or real resources.” 

Figures are presented in Table 13 to show the differential effect of 
color and education on the expected parental contribution under the 
PVTR approach. (There is no such differential under the present CSS 
system.) For this purpose, the income and family composition of the 
Fleming family as given in Table 10, column (1) are assumed, but edu- 
cation and color are varied. The parental contributions are computed 
as illustrated in Table 10. For white parents, the contribution, as 
would be expected, increases with education (the current level of in- 
come is given), reflecting the better future prospects of the better 
educated relative to current earnings. This is not the case for non- 
whites. For nonwhites, with given current earnings, the differential 
in contribution for different educational levels is small, and it is ac- 
tually the person with only an elementary education who is required 
to make a slightly larger contribution than those who have a better 
education. 10 — 

The contribution expected of nonwhites would be consistently lower 
than for whites, at the same level of current income. The differential 
widens as the educational level increases — from a 7 percent difference 
at the elementary school level to a 16 percent difference for the col- 
lege graduate. 

A Liquidity Index 

Discretionary resources indicate ability to contribute, but not neces- 
sarily the ready ability to make cash payments at a particular time. 
This depends on the liquidity of the resources. Assets that are com- 
plementary with earning activity such as farm and business assets 



9. If income and resources have not kept pace with general price inflation, the PVTR con- 
tribution rates would decline. For example, if the original Fleming income and re- 
sources remained unchanged in spite of the general inflation, the contribution rate as a 
percentage of effective income would be reduced from the 15 percent given in Table 12 
to 12.7 percent; as a percentage of Discretionary Resources, the rate would be reduced 
from the 4.5 percent of Table 12 to 3.8 percent. The contribution rates under present 
CSS procedures would be reduced only very slightly. 

10. See footnote 3, page 59. 
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Table 13. Influence of Education and Color 
on Pare, ital Contribution under fvtr 



A. Contribution based on original Fleming 


( l) 

White 


(2) 

Nonwhite 


(2) as 
% of (1) 


data if only elementary school is assumed . . 


. $1,596 


$1,486 


93% 


B. Contribution if four years of 


high school is assumed 

Percentage of A 


. $1,632 
102% 


$1,437 

97% 


88% 


C. Contribution if college degree 


is assumed 

Percentage of A 


. $1,742 
109% 


$1,461 

98% 


84% 



have a particularly low liquidity; and of course the present value of 
future earnings is not as liquid as current income, or investments 
such as stocks and bonds. 

The expected contribution computed on the basis of a proper meas- 
ure of resources may therefore exceed a family’s available liquid as- 
sets. Such a situation ought not to be used, however, as a justification 
for scaling down the expected contribution. Rather it should be seen 
for what it is — a timing problem. It justifies the provision of a loan to 
cover the excess of the parental contribution over the family’s liquid 
resources. The loan repayment might even be made contingent on the 
forecast earnings actually materializing in the next few years. (Thus 
the handling of the liquidity problem would become a device for hedg- 
ing against errors in forecasting earnings.) 

A satisfactory index of liquidity is needed to determine the eligibil- 
ity for loans. A straightforward one would be: cash and possibly near- 
cash assets plus the excess of current cash flow (including current 
year earnings, dividends, interest and capital gains) o\ er the current 
cost of the moderate living standard. (For Fleming, liquid assets 
would consist of $1,190 — $10,890 minus $9,700 — of excess current in- 
come, $1,800 in a bank account, and possibly some portion of the 
$10,000 in securities held for retirement. With a parental contribution 
of $1,632 the parent would clearly not be entitled to a liquidity lo an for 
this year.) 

The Panel therefore recommends that: 

A liquidity index be developed and incorporated hito the CSS evalua- 
tion of family resources. Inadequate liquidity should be the basis for a 
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loan to parents to cover part of the expected contribution , but not a 
basis for scaling down the contribution , u 

The components of property income (other than any imputation for 
home equity) would be needed in order to compute this liquidity index. 
It should be pointed out, however, that the PVTR approach does not re- 
quire a property income calculation; the CSS system includes both 
property income and a supplementary flow from net worth in effective 
income. 

The Measurement of Net Worth and Current Earnings 

The Panel has given attention to the problem of properly measuring 
net worth at the time of application and the problem of defining cur- 
rent earnings and recommends to the CSS several specific revisions. 

The present CSS system does not include all farm and business as- 
sets in Net Worth. The Panel views this omission of an important com- 
ponent of assets as essentially a liquidity adjustment, which should 
be handled as discussed above. 

The Panel therefore recommends that: 

The full value of all farm and business assets be included in the meas- 
ure of net worth . 

The Panel has given special attention to the treatment of life insur- 
ance in the measurement of Net Worth. It is difficult as a practical 
matter to obtain accurate information on the cash value of life insur- 
ance. 

As a possible alternative approach , the Panel recommends that: 

Consideration be given to the integrating of life insurance into total 
resources by including in the expected future earnings estimates 
amounts obtained by multiplying the death benefits of the insurance by 
the probability of dying in each successive year , with an appropriate 
allowance for premium payments . 

Two important issues arise in the computation of current earnings: 
the treatment of entrepreneurial earnings, and the treatment of the 
current earnings of the wife . 12 When the household head is engaged in 



11. We recognize that to implement this recommendation a source of loans available to 
parents, which does not now exist, should be developed. 

12. As to the question of the expected lifetime earnings of females, see page 58. 
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an unincorporated business or owns a farm, the accounting net pro it 
must be allocated between earnings of labor and the return on in- 
vested capital. The present value of expected lifetime earnings must 
be estimated from current earnings alone, not from investment in- 
come. 

The Panel therefore recommends that: 

Profit from unincorporated enterpr ise (business or farm), in excess 
of the amount required to provide a return on invested capital equal to 
the rate on high-grade corporate bonds be identified as earnings . If this 
amount is not at least equal to the wage of an unskilled ivorker , then 
such a wage should be used as a basis for estimating the present value 
of expected lifetime earnings . 

The problem of a wife’s earnings takes two interrelated forms: impu- 
tation of earnings to a wife not in the labor force, and a deduction for 
expenses of a wife who is employed. If there were a direct measure of 
the value of housewife services, this would be a basis for imputing 
earnings to a wife not in the labor force. In view of the practical diffi- 
culties of innovating in this area, however, and the questionable sig- 
nificance of doing so, such imputation is not recommended. 

A housekeeping deduction is in order for the working wife. We be- 
lieve, however, that the present CSS deduction should be modified. 

The Panel therefore recommends that: 

The working wife deduction be based on some standard rate reflecting 
the average family costs attiubutable to earning this outside income 
(for example , household help , commuting costs , and so forth). 

The Panel has several recommendations concerning the mechanics of 
obtaining information from the family on current income. The cur- 
rent earnings figure should be as representative as possible of the 
situation of the family relative to other applicants for aid. 

Therefore , the Panel recommends that: 

The cui'rent earnings figure in general be an average of three years 
(the previous and current years , and an estimate of the forthcoming 
one) unless there is evidence that the average itself includes unusual or 
nonrecm'ring earnings experience . 

The Panel also recommends that: 

In deriving the current earnings figure , the CSS impute an income 
from owner-occupied housing. 
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The federal income tax should be directly exploited in eliciting cur- 
rent income information in the interest both of simplification of the 
task of supplying the information and of impr oving its accuracy. 

Hence the Panel recommends that: 

For each if Uu, two years to be reported , the family be requested to 
supply adjusted g?'0ss income , separated into wage income (earnings) 
and property income . To adjusted gross income should be added miss- 
ing income items such as excluded capital gains , and all state and local 
bond interest . 

Treatment of Multiple Offspring 

When parents have the financial responsibility for the college educa- 
tion of more than one child, the question arises of whether (and how) 
the parental contribution should vary with the numbers and ages of 
offspring. An extremely pure ability-to-pay view would call for pa- 
rental contribution to be independent of the number of children going 
to college and be determined only by the measure of parental re- 
sources. Such a pure approach is probably difficult to specify and to 
implement and is not necessarily the most desirable. The concept of 
equity can accommodate a benefit element: families whose members 
absorb more of the output of higher education may, with fairness, be 
expected to contribute more out of a given level of resources. The ag- 
gregate expected contribution over time would, therefore, depend on 
the number of college years to be covered. 

A hardship may be considered to arise when parents have more 
than one child in college simultaneously. (It has been suggested that 
this is a piece of hard luck, analogous with other aspects of poverty, 
and deserving of special treatment.) This is actually an aspect of the 
liquidity problem. Some adjustment is in order, but present CSS treat- 
ment amounts to substantial favoritism to parents with more than 
one child in college. Under the present system, the annual parental 
contribution based on Discretionary Income is the same regardless of 
the number of children simultaneously in college; it is simply divided 
between or among them. For a family with twins, the total cost to the 
parents (ignoring interest) of providing college education for both can 
be substantially less than the cost to a family with two children 
spaced four years apart. 

A reasonable reduction in this favoritism can be achieved. A stand- 
ardized spacing of multiple children can be established as a bench- 
mark. The contribution of parents with children spaced otherwise can 



7 < 



83 



be adjusted to correspond to the contribution made by parents of chil- 
dren spaced according to uie benchmark. For example, suppose that 
the benchmark established for two children is that the second one 
enters college after the first one graduates, so that the parental con- 
tribution is made in eight successive years. Parents of twins could be 
given an interest-free loan to cover the expected contribution for the 
second child during the four years both are in college, to be paid back 
in four consecutive years after the twins graduate. The payment 
schedule over eight years then would approximate that of parents in 
similar circumstances but whose children were spaced four years 
apart. (Alternatively, the contribution for the second child could be 
reduced by an amount that would cover the interest on such a loan 
provided commercially.) 

The Panel therefore recommends that: 

An appropriate technique be devised to provide for some reductionin 
the contribution when a second or third child is simultaneously in col- 
lege, without producing the excessive favoritism now shown to parents 
of children whose college years overlap . 

Place-to-Place Differentials in Living Costs 

The earlier discussion of real as contrasted to nominal resources was 
occasioned by the problem of inflation. A similar problem arises as a 
result of place-to-place (rather than time-to-time) differentials in the 
cost of living. The same nominal resources should be interpreted to 
represent more real resources in places where the cost of living is 
lower than in places where it is higher. If the rate structure for the 
parental contribution were strictly proportional, place-to-place differ- 
entials in living costs would not be a matter of concern. A proportional 
structure requires that the contribution constitute the same percent- 
age of resources, regardless of their level. However, when the rate 
structure is progressive, then a family with given nominal resources 
but living in a high-cost area should contribute a lower percentage of 
resources than a family with the same nominal resources but living in 
a low-cost area. Unless a proper deflation procedure is followed, this 
will not be the case. 

The Panel has examined the possibility of incorporating a place-to- 
place cost-of-living adjustment into the determination of the parental 
contribution. It is net sanguine about the use of existing indices nor 
about the development of alternatives — particularly to deal with the 
important types of differences in living costs that exist between city 
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and small communities within given areas. Finally, it is not clear how 
place-to-place differentials ought to influence estimates of the future 
cost of the moderate living standard. 

In view of these considerations, the Panel recommends that: 

No attempt be made at the present time to incorporate place-to-place 
differentials in the cost of living into the determination of the parental 
contribution. 



The Packaging of Financial Aid 

How can best use be made ol an institution's financial aid resources? 
Three aspects of this question are discussed here. The first concerns 
the definition of financial aid and the fact that there are three differ- 
ent types of aid: grants, loans, and work. The second concerns the ob- 
jectives that institutions are attempting to achieve with the financial 
aid available to them and some ways in which the packaging of finan- 
cial aid may be used to implement those objectives. The third deals 
with some of the constraints and uncertainties under which educa- 
tional institutions must or/erate. 

Varieties of Financial Aid 

Student financial aid consists of one or the other or some combination 
of outright grants, work opportunities, and loans. Grants or scholar- 
ships represent a simple transfer of resources to students and involve 
no repayment; they have often been given largely as a reward for aca- 
demic achievement or potential, rather than as an offset to limited 
family income. Work opportunities enable students to help support 
themselves through part-time employment at the college or in the 
community. Lorns represent a simple borrowing of funds, to be repaid 
later out of the expected income of students. Since most loan funds 
are supported by either state or federal agencies, the student gains 
from interest subsidization. 

The frequent lumping together of grants, work-study, and loans 
into “financial aid” is misleading because these forms of aid are not 
perfect or even good substitutes for each other. Indeed, students are 
not indifferent about the “mix” of financial aid. They prefer outright 
grants to either loans or employment, since no obligation is incurred 
as the result of a grant. In general, they prefer loans over employ- 
ment, although low-income students frequently express the opposite 
preference. Loans may be easier to obtain through the college than 
through banks, but desirable jobs can often be obtained without the 
help of the financial aid office. 

Student financial aid is arbitrarily defined as aid given out through 
educational institutions. But money is money, from whatever source 
it is obtained, and it all helps to finance college-going. Loans that can 
be obtained through the college or from banks have the same effect in 
facilitating college attendance. Similarly, the student who is given 
the job of chauffeuring the college president will perform essentially 
the same tasks and earn about the same amount of money as the 
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equally needy student who, on his own initiative, finds a job driving a 
taxi. 

Just as there are student preferences for different types of aid the 
impact of the mix of aid on scholastic performance is of importance. 
For two equally needy students the awarding of a grant to one and a 
job to another may give rise to differential scholastic achievement or 
to different choices of college. The impact of loans on student achieve- 
ment is comparable to that of grants — neither loans nor grants deter 
students from pursuing their studies. 

What this suggests is that the packaging of financial aid can have 
significant effects on the academic progress of students. The tradi- 
tional policy of giving more in the way of grants to the more able stu- 
dents may have an adverse effect on student achievement. Given the 
fact that two .students are equally qualified one might argue for giv- 
ing larger grants to the less ab ! e but qualified student rather than to 
the more able student. 

Because student preferences for different types of aid exist, be- 
cause the mix of aid produces different effects, and because financial 
aid funds fall short of measured financial need, institutions have 
moved to the strategy of “packaging” financial aid. By such packag- 
ing, limited resources can be utilized more effectively. 

Financial Aid Objectives 

The administration of financial aid must somehow be linked to some 
set of formal or informal, stated or unstated, objectives. In the United 
States, society has as one of its objectives the education of the maxi- 
mum number of its citizens to the maximum extent possible for each. 
It must move toward this goal, however, in a context of distinctly lim- 
ited resources; there are claims on those resources for welfare, na- 
tional defense, transportation, communication, and a host of other 
pressing needs. Although those engaged in higher education might 
argue with great cogency that they can show society a way out of 
many of its present dilemmas by increasing funds for education, there 
are others who can argue with equal cogency that they have claims 
that are as great or greater. Thus society has allocated resources to 
higher education that are insufficient for the task, and it is the job of 
all those in colleges and universities in general, and in financial aid 
administration in particular, to distribute those resources in such a 
way as to maximize movement toward the goal of open access to edu- 
cation by all who can benefit. 

Students also have objectives related to higher education. They 
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may see higher education as a means of self-fulfillment, but on a more 
practical level they and their parents see it as a means of achieving 
social mobility and status in the society. They frequently also see 
themselves as being prevented from fulfilling either of these objec- 
tives because of insufficient funds. 

Institutions of higher learning also have their own objectives. 
Great universities with a reputation for high levels of intellectual at- 
tainment need to assure a continuing supply of cJble students as much 
as they need to attract the finest faculties in order to maintain their 
status. Other universities and colleges also aspire to eminence and 
want to “upgrade” their student bodies. Many colleges and universi- 
ties, particularly in the past decade, have recognized that their stu- 
dents are not representative of the larger society, and so they have as 
an objective a broader mix of racial groups or economically disadvan- 
taged students. 

If money were plentiful, societal, individual, and institutional ob- 
jectives could be easily reconciled. Unfortunately, however, resources 
allocated for higher education are scarce. There are times when insti- 
tutional interest in having a high percentage of high school valedic- 
torians in the freshman class (and the willingness to waive tuition for 
all such students regardless of financial need) will conflict with the in- 
terests of a society that wants maximum educational opportunity for 
students of all levels of academic attainment, many of whom need 
substantially more than tuition waivers to assure access to higher 
education. 

Tl.jse responsible for administering student financial aid must 
weigh all objectives and consider precisely what they are trying to do 
with the funds entrusted to their care. From those objectives will flow 
the techniques of administering and packaging the various kinds of 
financial aid available. 

Objectives and Packaging 

A variety of approaches to financial aid packaging and the relation- 
ship of each to various objectives are described below. 

The universal GI Bill . For sheer simplicity and direct relationship 
between a set of objectives and a technique of reaching those objec- 
tives, no method of financial aid distribution has improved upon the 
GI Bill and similar programs such as Social Security educational bene- 
fits, the GI Orphans Bill, and Vocational Rehabilitation. Under these 
programs, members of a defined group have been made eligible for 
funds to enable them to attend college, a reasonable subsidy for such 
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attendance has been determined, and ail those eligible are provided 
with the agreed-upon amounts of funds. They receive such funds re- 
gardless of financial need, date of application, or academic achieve- 
ment (except, of course, that they must be academically able to re- 
main as students in their chosen college or university). The simplicity 
comes from the fact that funding is open-ended — the allocation is 
made in the original definition of eligibility and the taxing power of 
the Federal Government assures that all eligible will receive aic. Fur- 
thermore, there is no need to package various financial aid elements, 
since all the aid is in the desirable form of direct grants. 

From the standpoint of society, individual students, and educa- 
tional institutions, there is little doubt, given sufficient resources, 
that a steady broadening of the Gi Bill concept to include more groups 
would be a desirable goal. The reality of the demands upon public and 
private funds for the foreseeable future, however, makes movement 
toward this goal doubtful; it is for this reason that additional alloca- 
tional devices are necessary. 

First-come first-served. One method of distributing financial aid 
would be to follow the Gi Bill concept of a standard amount for each 
applicant, but with the understanding that this procedure would be 
followed only until funds were exhausted. If such a system were 
adopted it would immediately produce protests that funds would be 
going to the early birds and that more deserving students — however 
one might define deserving— might apply after the cutoff. The fact re- 
mains that many colleges and universities do have specific financial 
aid application deadlines and that they are unable to assist those who 
apply after the deadline, however valid the reason for their tardi- 
ness. Moreover, many public colleges and universities admit qualified 
students until all spaces are filled; since there is a substantial public 
subsidy expended for each enrolled student, it may well be argued 
that admission and the accompanying subsidy are allocated on a first- 
come first-served basis. 

The scholarship-prize. In the early 1950s, most grant assistance was 
awarded directly in relation to academic achievement, just as many 
graduate fellowships are awarded today. Under such a system, an A 
student might be offered a $1,000 scholarship, a B+ student might re- 
ceive $500, and a C+ student might be left to fend for himself, regard- 
less of his need. With the increased numbers of students in the late 
1950s it was seen that this method of allocation was distributing aid to 
those who already had sufficient funds, and so the concept of relating 
assistance to financial need was introduced. 








Need-related aid . The origins and practice of need analysis are de- 
scribed elsewhere in this report. It need only be noted here that such 
analysis generally consists of three basic elements: the construction 
of a reasonable budget the applicant will require to meet his college- 
going costs; an estimate of parental ability to contribute from income 
and assets; and a projected amount the applicant should provide from 
summer earnings, savings, and other resources available to him. If 
the budget is greater than the student will have available from his 
parents and other sources, he is said to have financial need; if these 
resources are equal to or greater than the budget, he is said not to 
have financial need. 

The increasing scarcity of resources in relation to needs, coupled 
with pressures from the various federal student aid programs, have 
led to almost universal use of some kind of need analysis system in 
distributing undergraduate student financial aid in the United States. 
But several questions still must be answered: How is the applicant’s 
need to be met — by grant, loan, or employment? Who gets priority on 
grants, the most desirable form of aid — those with high academic 
rank, those who apply first, those with the greatest need, or some 
other group? Given a number of students each with the same amount 
of financial need, with what combination of grant-loan-job should the 
need of each be met? 

Need-related aid with academic preference. Although there has been 
general acceptance in the past decade of relating the amount of finan- 
cial aid to the applicant’s need, there is no national consensus on the 
kind of aid that should be used to meet a given amount of need. As 
documented earlier in this report, preference for gift aid is most fre- 
quently given to high academic achievers. Assuming three students, 
each with $1,000 in financial need, the valedictorian might receive his 
full $1,000 in the form of a grant or receive priority for the maximum 
individual grant available, the B-f student might receive a small 
grant with the majority of his aid in the form of loan or job, while the 
C+ student might still be left to his own devices or be saddled entirely 
with loan or job to meet his educational costs. There is little doubt that 
such an approach to awarding financial aid serves institutional objec- 
tives in that it attracts able students to a given institution, still within 
the context of financial need. If, however, one of the original purposes 
of using need criteria in the distribution of financial assistance was to 
cut down competitive bidding for attractive students and to permit 
students to make free choices on academic considerations alone, then 
it would appear that the prevalent approach to packaging aid tends to 
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defeat that purpose. There is also a question of whether such an ap- 
proach serves societal and individual interests, since it makes higher 
education attractive to those who have already demonstrated that 
they are motivated and are capable of achieving academic distinction. 
Conceivably the A student is better able to bear the burden of a term- 
time job than the student who was marginally admissible to the insti- 
tution, and it is even possible that he is better able to take the gamble 
of a loan. This does not imply that high achievers should be by-passed 
in giving aid, but it does question the preference usually given them 
in distributing scholarships. 

Need-related aid with need preference. In 1965 federal Educational 
Opportunity Grants provided that preference on grant funds should 
go to the neediest, regardless of their academic achievement. The 
premise was that students with lesser amounts of need already had a 
substantial subsidy by virtue of the relative wealth of their parents, 
while students from disadvantaged families found themselves earn- 
ing their own way even in high school. Such students are frequently 
not from culturally enriched homes and thus face additional obstacles 
in realizing whatever their true academic potentials might be. This, 
of course, flew directly in the face of traditional academic criteria for 
grants, and it was difficult for financial aid officers to change their 
long-held traditions. Nevertheless, under this program, large num- 
bers of students have been given the opportunity to move toward 
their educational goals with a minimum of loan and job burdens. At 
the same time, societal and institutional goals of extending educa- 
tional opportunities to racially and economically disadvantaged stu- 
dents have been furthered. 

Need-related aid with threshold preference . One additional alloca- 
tional device has been used in the packaging of aid: the idea that 
there should be a difference between freshmen and upperclassmen in 
the amount to be earned or borrowed. It has been traditional since the 
early days of need-related financial aid to have different summer 
earnings expectations at each of the four undergraduate years and 
for men and women, recognizing that a male entering his senior year 
is likely to be able to earn substantially more than an entering fresh- 
man female. Some institutions have extended the concept further and 
have concentrated grants in the lower years, moving to a large* mix 
of self-help as students progress through their undergraduate years. 
Examples of such a plan appear on page 83. Such a plan concentrates 
grant aid among two groups: the neediest and the freshmen and soph- 
omores. It does not ignore the high achievers— it puts students from 
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all academic levels on the same footing. It increases the total amount 
of self-help, both earnings and loans, over the four-year period and 
avoids giving grants to students with relatively small need. Ideally, it 
would also give the student free choice between loans and job in meet- 
ing the self-help expectation. In Examples 1-3, the amounts of expected 
earnings and loans are constant for all students in all classes except 
the senior class (unless, of course, there are individual reasons why 
the student cannot earn or borrow). A student with no parental con- 
tribution, for example, would receive a grant of $2,500 his first year 
instead of the $1,500 given the student with $1,000 in parental contri- 
bution. 

Many institutions would claim that they have insufficient grant 
funds to provide the dollar amounts shown in the illustration. This is 
undoubtedly true in many cases, but the principle could be main- 
tained simply by adjusting the amounts of earnings and loans ex- 
pc zted before eligibility for a grant is reached. Moreover, many insti- 
tutions are now spending large sums of money for scholarships to 
students with relatively small financial need, funds that could be used 
to aid the neediest and youngest students if the institution chose. 

Constraints and Uncertainties 

Given agreement on the objectives of financial aid, there are still con- 
straints under which institutions must operate. One involves the 
amount and mix of available financial aid, and another involves un- 
certainties about both financial need and financial aid resources. 

The amount of financial aid available varies greatly from one insti- 
tution to another. In genr^-l, public institutions have fewer funds 
and generally have a smaller proportion in the form of grants, though 
all students receive a public subsidy. Hence, their strategy must be 
quite different from that of private institutions where available aid 
funds, and student costs, are generally much greater. 

The uncertainties in financial aid funding are also great. First, it is 
difficult to estimate the amount of student financial need. Summer 
earnings that count as part of the student-family contribution may 
not materialize because of a depressed labor market, as was true in 
1970. Thus, the amount of financial aid needed may be quite different 
in September than it was thought to be in the spring when many fi- 
nancial aid allocations are made. There is additional uncertainty 
about parental incomes and the amount parents should be expected to 
contribute. While the Parents’ Confidential Statement provides an in- 
dication of recent income flows, subsequent layoffs and other unfore- 



seen events may drastically change a family’s economic position. This, 
too, makes the estimation of financial need difficult and requires plan- 
ning to assure that reserves are available. 

The amount of financial aid funds available for distribution to stu- 
dents is also uncertain. Earnings from endowments vary from year to 
year and are especially sensitive to stock-market fluctuations. State 
appropriations for financial aid frequently are not made until late in 
the year, thereby making difficult the allocation of sufficient funds. 
Federal monies, likewise, have often been appropriated very late in 
the year thus preventing their wisest allocation. Finally, frequently 
ill-timed increases in tuition rates coming late in the year have also 
required drastic readjustments in financial aid allocations. 

Yet another constraint concerns the amount of self-help that is 
reasonable and desirable. While a certain minimum of loan or employ- 
ment will serve to stretch gift aid and may foster a student’s sense of 
investment in himself, too much work may interfere with his aca- 
demic progress and too much borrowing may prove to be an even more 
intolerable burden at a later time. 

In conclusion, there are numerous constraints and uncertainties 
that must be recognized and allowed for in designing any packaging 
proposal that will be consistent with an institution’s financial aid ob- 
jectives. These conditions, however, must not prevent institutions 
from using creativity and ingenuity in packaging financial aid in a 
manner that will implement societal, individual, and institutional ob- 
jectives. 

Recommendations 

With reference to the packaging of student financial aid , the Panel rec- 
ommends that: 

Institutions and agencies administering financial aid define and 
make known their student aid objectives and establish guidelines be- 
fore developing patterns of packaging financial aid resources. 

Institutions and agencies administering financial aid be strongly en- 
couraged to combine the various available resources — including pa- 
rental contribution , student summer and term-time earnings , student 
assets , long-term loans , scholarships , and grants — in such a manner as 
to direct available scholarships and grants to those students with the 
greatest financial need and those at the earlier stages of their under- 
graduate experience. 

Financial aid for students whose aid is riot now based on financial 
need (such as athletes , band members , and other service awardees) be 
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guided by the need principles applicable to other students . The Panel 
recognizes that such activities effectively limit the portion of the finan- 
cial aid package that may be met through employment , and that a 
larger-than-average proportion of such aid may consist of grant funds. 

Students be given free choice , wherever possible y between long-term 
loans and jobs in meeting the self-help component of their financial aid 
package . 

The CSS consider incorporating a recommended financial aid pack- 
age in the Financial Need Analysis Report. 

Aid-granting institutions and agencies share information with fami- 
lies and students regarding the expected amount of family contribu- 
tion. 





Summary and Recommendations 

The Panel on Student Financial Need Analysis was appointed by the 
College Scholarship Service to “review, within the current frame of 
reference of parental responsibility, the present CSS system and sub- 
mit . . . both evaluations of the present system and recommendations 
for charges which might make the system more definitive and com- 
prehensive.” It met five times between April 1969 and February 1971 
and was assisted by several subcommittees on topics of particular 
concern. It was also assisted by a number of special consultants and 
by staff members of the College Scholarship Service and the College 
Entrance Examination Board. 

One of the major reasons for the establishment of the College Schol- 
arship Service in 1954 was to bring order out of a chaotic and confused 
situation. Colleges were often using limited aid funds indiscrimi- 
nately to secure for institutional purposes the most capable students 
in a market of scarcity. 

The CSS developed objectives and procedures of financial aid admin- 
istration that permitted colleges to allocate their student aid funds 
more economically, to increase opportunity, and to serve students 
more effectively. The procedures were designed so that ambitious and 
talented students could obtain a college education without regard to 
family financial circumstances, and to end the practice of awarding 
scholarships as prizes. 

In the ensuing years, changes have occurred in the broad social as- 
pirations and hopes for higher education. Initially, the intent was to 
lower or remove financial barriers facing ambitious and talented stu- 
dents who wanted to enter college. It is general public policy now to 
assure the maximum opportunity for enrollment in postsecondary 
educational institutions. It has become increasingly apparent that to 
achieve the goal of expanding access to higher education requires spe- 
cial attention to identifying, encouraging, and financing students 
from disadvantaged backgrounds. It is also apparent that most stu- 
dent aid funds now come from public rather than private sources. 

The member institutions of the CSS Assembly, and the College 
Board, in recognition of the problems facing higher education in the 
seventies, adopted in 1970 the revised statement of “Principles of Stu- 
dent Financial Aid Administration” (see pages 12-14). All individuals, 
institutions, and organizations interested in student financial assis- 
tance are urged to join in accepting these principles as important 
goals and in helping in their implementation. 
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College Admissions and Financial Aid Policies as Revealed 
by Institutional Practices 

In the special study of “College Admissions and Financial Aid Policies 
as Revealed by Institutional Practices” (see pages 15-35) it was found 
that types of aid at institutions were influenced by a number of fac- 
tors. Among them were an increase in the importance of gift aid at in- 
stitutions with higher average student ability, a decline in the impor- 
tance of gift aid as average parental assets increased, and a substitu- 
tion of job aid for gift aid at private institutions. Regional variations 
in aid packaging were also in evidence. Those institutions in the 
sample from the South, Southwest, and West had larger gift aid pro- 
grams, chose in the Midwest larger job programs, and those in the 
East larger loan programs. 

The admission-aid process was considered in three categories: ad- 
mission, determination of the amount of aid awarded students who 
received aid, and determination of the grant component of the pack- 
age it was found that in about half the institutions, large financial 
need significantly reduced the probability of acceptance of nonminor- 
ity students, even when quantifiable indicators of ability were used 
as controls. It was also found that the higher the financial need calcu- 
lated by each institution, the smaller the proportion that was met by 
the total package of institutional and outside aid. It was further dis- 
covered that, while packaging practices varied considerably, high 
ability was often associated with a higher grant component. 

From the consistent result that greater financial need is associated 
with lowered probability of admission, it is clear that (1) colleges are 
limiting the demand on their meager financial aid resources by not 
admitting some needy students who otherwise would be admissible, 
or that (2) financial need is a proxy for other characteristics such as a 
parent not being an alumnus, or being a public school graduate, or (at 
public colleges) being an out-of-state resident. In either case, the ef- 
fect is to make it more difficult for low-income students to be admitted 
to college. 

The colleges and universities were also requested to report the CSS 
computation of need, and the extent to which they modified the need 
analysis in practice. Overall it was found that the institutions had 
modified the CSS need analysis in 44 percent of the cases. With the ex- 
ception of the small colleges, which were under-represented, this re- 
sult was not restricted to one type of institution. Medium-sized col- 
leges reported the smallest number of modifications, and large public 
institutions made the greatest percentage of adjustments. 
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The major purpose of the CSS need analysis system is to recommend 
an amount of aid commensurate with a student’s financial need. 

In view of the evidence that colleges frequently deviate from CSS prin- 
ciples, thi ■ Panel recommends most emphatically that: 

1. An institution's aid resources be utilized to the maximum benefit 
by limiting aid to the amount of need; and by allocating funds, particu- 
larly grants , to assure equal access to educational opportunity to stu- 
dents with the greatest financial need. 

Prompting this recommendation are the study’s findings revealing 
that the students most likely to be excluded from higher education by 
insufficient financial aid are those with the highest need. Students 
from low-income families are also the students who without question 
seem to fare the worst through the system currently operating. At 
each step of the admission-aid process, the high-need student does not 
receive aid up to the need level established by College Scholarship 
Service norms. 

The CSS has had commendable success in leading colleges toward 
aid policies that reflect student and national priorities. Further im- 
provement seems indicated, however, by the distance yet to go. There 
are some possible interim approaches that could improve the effective 
utilization of currently available financial aid resources. One would 
be the calculation by the CSS of a suggested grant award amount as 
well as the computation of overall financial need. This in substance is 
suggested in “The Packaging of Financial Aid,” pages 77-86. 1 

Another approach might be to provide parents a copy of a modified 
version of the Financial Need Analysis Report. This was suggested by 
students in the study of student opinion, reported in “Financial Aid 
Attitudes and Concerns of Users” (pages 37-40) and the Appendix. It 
would have to be explained to aid applicants and their parents on a 
modified FNAR that institutional financial aid budgets are often in- 
adequate and therefore actual grants are likely to be below the recom- 
mended amounts. 

Such an approach would make it difficult for institutions to sustain 
the observed practice of providing disproportionate aid packages and 
larger grants to students of higher measured ability. It would also be 
more difficult for aid officers to sustain the current practice of meet- 
ing a smaller proportion of calculated need when the need is larger, 



1. Economists and some other members of the Panel urged a related reexamination of 
tuition policies and their implications with respect to aid resources and need criteria. 
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and it would tend to reduce the use of financial aid in competing for 
the limited supply of very able students. 

Recognizing that the CSS has no sanctions with which to police adher- 
ence to its stated principles, the Panel recommends that: 

2 * Member institutions utilize more extensively such procedures as 
the exchange of information on aid tenders through the use of overlap 
lists and meetings. 

The results of this study of institutional practices point to the need 
for continuing investigation of financial aid packaging and improve- 
ment in CSS procedures in computing the financial need of students; 
in addition, it would be desirable for the CSS systematically to collect 
research studies, reports, articles, and the like which deal with finan- 
cial aid matters, for use by CSS member institutions in their efforts to 
solve their problems. 

A good part of CSS research in the past appears to have been related 
to specific problem situations. This approach does not serve continu- 
ously and systematically 10 push forward the body of knowledge 
about student financial aid. 

The Panel therefore recommends that: 

S . The CSS establish a standing committee on research , which would 
meet regularly and encourage , by means of grants or other funding ar- 
rangements , scholarly investigation of the major areas of concern . 

Financial Aid Attitudes and Concerns of Users and Problems 
of Special Student Populations 

Surveys were made on the attitudes toward financial assistance on 
the part of representative financial aid officers over the country, and 
of students at four major universities in the East, Midwest, and 
South. This section of the report deals with the results of these sur- 
veys, and with special problems that are found in meeting the finan- 
cial aid needs of self-supporting students and of graduate and profes- 
sional students. 

Attitudes of financial aid officers. The Panel surveyed the reactions 
of 34 representative financial aid officers to the CSS need analysis sys- 
tem. Included also were five officials responsible for federal and state 
aid programs, one talent search director, and one high school guid- 
ance officer. 

The most significant finding was that a substantial majority of the 
financial aid officers in the survey endorsed the rationale of the CSS 
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need analysis system as still very appropriate. Even those who sug- 
gested alternatives to the system did not advocate its immediate 
abandonment, but rather a gradual move away from viewing parents 
as the primary source for the payment of college expenses. While it 
was quite clear that these users accept the rationale, 41 percent of the 
respondents believed that low-income and minority families were not 
being served properly by the system. Almost as many reported dis- 
satisfaction with the way in which assets were treated, although 
there was no consensus on how the present procedures might be im- 
proved. Many of the respondents believed that the system is a viable 
one and could be modified, where needed, through their efforts. 

Financial aid attitudes and concerns of students. The Panel ap- 
pointed a Committee on Student Attitudes and Concerns toward Fi- 
nancial Aid, with the request that it study representative student 
opinion on financial aid and report its findings to the Panel. The full 
report of that study is included in the Appendix. 

The study was based on a questionnaire survey and depth inter- 
views on four university campuses. Students surveyed were dissatis- 
fied with the present administration of financial aid, and they be- 
lieved it can and must be significantly improved. Their views ranged 
from a call for better dissemination of information, to a reorientation 
in the criteria used for granting and packaging aid, to the creation of 
mechanisms by which students can actively participate in making 
those decisions which affect their lives. 

Few students were aware that the role of the CSS in the aid system 
is limited to computing the potential contribution of the applicant’s 
family, and that the final aid decisions are made by the institutions. 
Most believed that some of the confusion and mystery concerning the 
administration of aid and the role of the CSS would be eliminated if 
they and their parents were provided copies of the Financial Need 
Analysis Report (FNAR), or were advised of the amount of the recom- 
mended parental contribution. 

The students saw both need and academic ability as the twin pillars 
of the process of selecting students to receive aid; but it was clear that 
in their view need should receive top priority in the allocation of the 
various types of aid. They were generally negative with respect to 
how aid was packaged, believing that those with the least need tended 
to receive grants and scholarships, and that those with greatest need 
were aided through loans and work-study. They also objected to the 
work-study program as it actually exists and is conducted, although 
they supported the concept of the program as outlined in the CSS Man- 
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ualfor Financial Aid Officers , that “jobs must be related to the educa- 
tional objective of the student.” 

The majority agreed with the position of the CSS that “parents have 
an obligation to pay for the education of their children to the extent 
they are able to do so,” but one-third disagreed. These findings, com- 
bined with the interviews and responses regarding aid for self-sup- 
porting students, revealed a complex set of attitudes held by students 
concerning independence (financial and otherwise). 

Central to independence and growth as critical aspects of the uni- 
versity experience was a concern of students for their role in setting 
the policies that shape the conditions of their lives. Respondents were 
asked to indicate the degree to which they felt students should par- 
ticipate in several different decisions relevant to financial aid. It was 
the usual view that there should be “organized student representa- 
tion” in the decision-making process. 

This exploratory study, in the view of the student committee, was 
not the appropriate mechanism for probing problem areas in the 
depth and breadth they warrant. The committee believed that sepa- 
rate studies should be commissioned for those purposes, and conse- 
quently, specific solutions were not recommended. However, a num- 
ber of general recommendations growing out of the survey are 
included in the committee's report (see Appendix). 

Self-supporting students . The survey of student opinion, reported in 
“Financial Aid Attitudes and Concerns of Users” and in the Appen- 
dix, revealed a wide range of opinion concerning independence and 
the sources that should be responsible for providing aid to students. 
Forced reliance upon their parents, students felt, leads to an undesir- 
able dependency relationship, destructive of their own growth and de- 
velopment as well as their relationship with their families. 

Self-supporting students pose special problems with reference to fi- 
nancial aid, such as the definition of types (minors, married students, 
and those 21 or more years of age) who should and should not receive 
assistance, and proof of financial independence. 2 What should be the 



2. The determination of in-state or out-of-state residency status of self-supporting stu- 
dents for tuition purposes in public colleges can have the effect of providing or with- 
holding financial assistance (tuition subsidy), through the lower charges to residents of 
a state and higher charges to nonresidents. Only about half the states have rules con- 
cerning the classification of self-supporting minors for tuition purposes in public col- 
leges; those that do generally require proof of financial independence. Robert F. Car- 
bone, Resident or Nonresident. Denver, Colo.: Education Commission of the States, 
1970, pages 21-22. 
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responsibility of institutions to assist such students whose parents 
cannot contribute to their educational costs, or to assist those with 
parents who can contribute? 

There is justification in aiding self-supporting students who demon- 
strate need in their own right as independent persons. It would ap- 
pear to be more equitable, however, to limit grant aid to those who are 
in oluntarily independent because their parents cannot contribute; 
and to aid voluntarily independent students, or students whose par- 
ents would be able to contribute but refuse to do so, through loans and 
work-study. 

It is particularly difficult to ascertain the facts and the bona fide 
need of students who are voluntarily self-supporting but whose par- 
ents could assist if they would. The Panel urges extreme caution in 
recognizing minors as self-supporting, where parents could contrib- 
ute. Funds inequitably so distributed to so-called “self-supporting” 
students would reduce the aid available to students with real need. 

Graduate and professional students . Graduate and professional 
schools have generally followed a policy of awarding all grant aid 
strictly on the basis of ability criteria. In the past two years there has 
been a considerable shift in sentiment, and need is becoming a more 
important variable in determining the amount and form of support, 
especially in several professional fields. 

The shift away from merit-based to need-based student aid that has 
occurred in undergraduate education since the 1950s will have a 
marked impact on the graduate and professional schools in the 1970s. 
Historic patterns and different assumptions of parental responsibil- 
ity, however, are likely to produce a somewhat different development 
than has occurred at the undergraduate level. 

The Panel believes there will be a significant increase in weight 
given to need factors in the allocation and packaging of student aid at 
the graduate and professional level over the coming decade. Because 
the situation is even more complex at the graduate than at the under- 
graduate level, it is oven more important that an agency such as the 
CSS, with its experience and sophistication, play a leadership role. 

Reviewing the emerging needs, the Panel urges that the CSS offer 
its services as an experienced consultant, aiding in the development 
of an adequate system (or systems), even if it ultimately is not the 
agency that collects and processes the FNARs. In the Panel’s view of 
the broad leadership responsibility of the CSS and the College Board, 
it is even more important to act as a wise catalyst than to seek to be 
the operational instrument. 
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Recommendations. The following recommendations of the Panel re- 
late to the preceding summary reports of the attitudes and concerns 
of users of financial aid (institutional aid officers and students); and to 
the special aid problems posed by self-supporting students and by 
graduate professional students. 

The Panel recommends that: 

I*. The CSS regularly conduct formal surveys , on a sample or regional 
basis f of the opinions of financial aid officers toward the need analysis 
system and the other services performed by the CSS. The information 
and views gathered in this way would be most useful to CSS staff and 
committees in their continued effort to improve the system. 

5. The CSS sponsor studies , national in scope, of the attitudes and 
concerns of students and parents as they relate to student financ ial as- 
sistance. 

6. The CSS, in cooperation with its constituent members , put mate- 
rials that explain the financial aid system into the hands of school and 
college counselors; and urge constituent members to plan programs to 
inform students and parents at the local community level as well as to 
develop more extensive training programs for aid counselors. The pur- 
pose of these steps would be to insure that counselors are well informed 
regarding the financial aid system and the availability of aid, and to re- 
inforce the importance of interpersonal contacts with those who seek 
their help. 

7. The CSS urge its members to make their financial aid procedures 
more flexible with the aim of encouraging students to avail themselves 
of the services, not just allowing them to do so. 

8. The CSS, in cooperation with its members and students , develop 
mechanisms that would allow and encourage student participation in 
the financial aid process at both the CSS and institutional levels. 

9. The CSS give further and continuing attention to the special prob- 
lems related to financial aid for self-supporting students , and develop 
appropriate policies and procedures for the guidance of aid officers in 
the member instituutions. 

10. The CSS increase its efforts to help guide the development of need 
analysis procedures at the graduate and professional level. The Panel 
urges that the CSS appoint to its staff one or more highly competent and 
well-known persons (perhaps selected from among retiring deans or 
university presidents) to direct this effort over the next several years. 

11. The CSS, through the efforts previously proposed , supplemented by 
adequate research and planning, seek to remain in the forefront in the 
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current debate over contingent loan plans. 

12. Grant and loan aid to graduate and professional students be 
based primarily on need and secondarily on scholarly or professional 
potential . 

Adequacy of the css Need Analysis System 
for Low-Income and Minority Students 

Students from low-income and minority families pose unique prob- 
lems with reference to their need and eligibility for financial aid at 
most institutions. The adequacy of the CSS system for these student 
populations is discussed in this section of the report. The Panel con- 
centrated on the question of whether or not the CSS system, designed 
originally at a time when the primary beneficiaries were lower-mid- 
dle-class white youth, is adequate in coping (1) with the rising num- 
bers of students from low-income families, and (2) with the rising pro- 
portion of students from ethnic minorities. 

The broad outlines of the present CSS need analysis system, in the 
Panel’s judgment, are adequate for dealing with low-income students. 
Youth from poverty families, however, do have special problems; fi- 
nancial aid decisions have a greater impact on initiation and continu- 
ation of college work by young people from these families than for the 
more affluent. The budget problems of low-income students can be ac- 
commodated within the existing CSS system given sympathetic finan- 
cial aid officers, and appropriate income-need curves or special insti- 
tutional modifications to meet special circumstances. 

The Panel gave considerable thought to the possibility of carrying 
need analysis below the point of zero parental contribution, and pos- 
sibly recommending modest “negative contributions” from low-in- 
come parents. The Panel believes that the idea has much merit, and 
that public programs should consider contributions to the low-income 
family as well as to the student. The college or university, however, 
cannot alone shoulder the broad social responsibility this would en- 
tail. The Panel does believe, on the other hand, that a partial move- 
ment in this direction can and should be made with regard to summer 
earnings. 

The Panel therefore recommends that: 

IS. The standard expectation of contribution to college costs from 
summer earnings be sharply reduced for students from low-income 
families ; and that individual institutions treat sympathetically the sit- 
uation in which a student from a low-income family cannot find sum- 
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mer employment , and seek alternate aid resources . 

The Panel does not wish to recommend that potential summer earn- 
ings be ignored for all students, for many middle-income students who 
could have found positions will choose not to do so, and the Panel be- 
lieves that such a choice should not reduce the expected parental or 
self-help contributions. 

The present CSS system fails to compensate adequately for subtle 
but important inequities to minority families in several ways, among 
them being lifetime income expectations. The adjustments recom- 
mended in the section of the report beginning on page 53 and further 
advocated here, plus additional institutional attention to expenditure 
differentials, will in the Panel’s opinion go a long way toward making 
more equitable the allocation of existing financial aid. 

The problem of restricted access to higher education on the part of 
ethnic minority youth is obviously much greater than the CSS can 
hope to resolve. The CSS is in an important position, however, to influ- 
ence both governmental and institutional policy. The Panel applauds 
its efforts in the past and urges even more vigorous action in the fu- 
ture. 

The Panel therefore recommends that: 

1J+. The CSS appoint a permanent high-level commission to review an- 
nual progress in the nation's colleges tovmrd accomplishing the goal of 
equality of access to higher education , and to make proposals to federal , 
state, and private agencies for expanding educational opportunities . 

Technical Changes to Improve Equity 
in Determination of Parental Contributions 

This section includes recommendations f^r improving the procedures 
used by the CSS in measuring parental resources and determining the 
rate of parental contribution. The Panel’s concern has been with im- 
proving the fairness of the present CSS system by achieving greater 
equity in the required contribution from families with equal re- 
sources, and with providing a better basis for applying the widely ac- 
cepted principle of ability-to-pay in determining the relative contribu- 
tion expected from families of unequal resources. The objective was 
perceived as the maximization of equity, subject to some practical 
constraints. 

The Panel explored in depth the use of lifetime earnings estimates 
in measuring family financial strength and was aware of the inevi- 
table errors that result in predicting the future. The ultimate error to 
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be minimized, however, is not the error of forecasting as such, but 
that of being unfair. The “equity error” cannot be avoided by ignor- 
ing future prospects and depending exclusively on the more certain 
data on current income and assets. Use of estimates of expected life- 
time earnings will, on the average, result in more accurate assess- 
ments of relative financial capability and hence substantially greater 
equity. 

The Panel therefore recommends that: 

15. CSS procedures for determining parental ability to contribute to 
educational costs of offspring be modified to incorporate estimates of 
the future earnings and living costs of the family. The present method 
of treating assets should also be modified accordingly. 

Before detailed procedures to implement this recommendation are de- 
veloped, alternative techniques and sources of data ought to be stud- 
ied in depth. The Panel’s investigations suggest, however, that a 
Present-Value-Tbtal-Resources (PVTR) approach is most promising. 

The Panel therefore further recommends that: 

16. The CSS give careful consideration to , and thoroughly explore, a 
Present-Value-Total-Resources approach to detemnining parental abil- 
ity to contribute to college costs for offspring. 

The major steps required by this approach are outlined in this section, 
and examples are given to show how it would compare with the pres- 
ent CSS system in its treatment of specific family situations. The 
Panel believes that the PVTR approach is the most helpful way to pro- 
ceed in integrating future prospects into current measures of ability- 
to-pay. 

A significant differential in the ratios of present value of expected 
lifetime earnings to current earnings is the consistently lower ratio 
for nonwhites at all age and educational levels. Were no adjustment 
made for these differentials, white and nonwhite parents of equal cur- 
rent income would be considered of equal financial ability, whereas 
actually the nonwhite parent has significantly lower expected future 
earnings. 

In view of the apparent importance of these white-nonwhite differen- 
tials, the Panel recommends that: 

17 . The CSS take the necessary steps to obtain and use information 
concerning the racial identification of applicants for student aid. 

It is generally agreed that families with equal ability should con- 
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tribute equal amounts to the payment of college costs. There is also 
consensus that families of greater ability should contribute at a 
higher percentage rate than families of lesser ability. The Panel be- 
lieves that the rate structure should be so formulated that it is effec- 
tive in real terms, necessitating no adjustment when inflationary 
changes in income and prices occur. The present CSS system cannot 
accomplish this; as inflation has progressed in recent years, it has 
been necessary to introduce changes in the contribution tables. 

A contribution rate schedule can be formulated simply that will 
function properly during inflation. Since the cost of living rises with 
inflation, the nominal rates to which a family is subjected will remain 
constant if, and only if, family resources expand proportionately. 

Therefore , the Panel recommends that: 

18. The rate schedule be made a function of the ratio of resources to 
cost of living to avoid adjustment in response to changes in the price 
level. The schedule should be changed only as a deliberate policy to alter 
the real progressivity of the system. Automatic adjustments of the cost 
of luring should , of course, be made whenever new data are made avail- 
able by the Bureau of Labor Statistics. The equity principle underlying 
this formulation of the rate structure is that all families of equal poten- 
tial standard of living should contribute an equal percentage of their 
resources to the payment of college costs . 

19. The contribution rate schedule be made more progressive than the 
rates implied by the present CSS contribution tables , although the de- 
gree of progressivity of the system is a matter of judgment rather than 
of technical improvement. 

A suggested structure that conforms to these recommendations, pre- 
sented in this section, results in requiring a higher contribution than 
does the present CSS system from families at the upper end of the 
range of applicants, a lower contribution at the lower end, and a simi- 
lar contribution from a family near the middle of the range. Greater 
progressivity could readily be built into the PVTR approach by adjust- 
ment of the rate structure. There is nothing to prevent the rates from 
going negative at levels below the point of zero discretionary re- 
sources. 

The Panel therefore recommends that: 

20. The rate schedule be extended downward to provide for a negative 
expectation from families with incomes falling below the Bureau of 
Labor Statistics low budget standard. 
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Discretionary resources indicate ability to contribute, but not neces- 
sarily the ready ability to make cash payments at a particular time. 
This depends on the liquidity of resources. The expected contribution 
computed on the basis of a proper measure of resources may there- 
fore exceed a family’s available liquid assets. Such a situation ought 
not to be used, however, as a justification for scaling down the ex- 
pected contribution. Rather it should be seen as a timing problem, 
justifying the provision of a loan to cover the excess of the parental 
contribution over the family’s liquid resources. 

Because a satis factor index of liquidity is needed to determine the eli- 
gibility for loans , the Panel recommends that: 

21. A liquidity index be developed and incorporated into the CSS eval- 
uation of family resources. Inadequate liquidity should be the basis for 
a loan to parents to cover part of the expected contribution , but not a 
basis for scaling down the contribution. 

The Panel recognizes that to implement this recommendation, a 
source of loans available to parents, which does not now exist, would 
have to be developed. 

The present CSS system does not include all farm and business as- 
sets in net worth. The Panel views this omission of an important com- 
ponent of assets as essentially a liquidity adjustment, which should 
be handled as discussed above. 

The Panel therefore recommends that: 

22. The full value of all farm and business assets be included in the 
measure of net worth. 

The Panel has given special attention to the treatment of life insur- 
ance in the measurement of net worth. It is difficult as a practical 
matter to obtain accurate information on the cash value of life in- 
surance. 

As a possible alternative approach , the Panel recommends that: 

23. Consideration be given to the integrating of life insurance into 
total resources by including in the expected future earnings estimates 
amounts obtained by multiplying the death benefits of the insurance by 
the probability of dying in each successive year , with an approprtate al- 
loivancefor premium payments. 

Two important issues arise in the computation of current earnings: 
the treatment of entrepreneurial earnings, and the treatment of cur- 
rent earnings of the wife. The present value of expected lifetime earn- 
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ings must be estimated from current earnings alone, not from invest- 
ment income. 

The Panel therefore recommends that : 

Profit from unincorporated enterprise (business or farm), in ex- 
cess of the amount required to provide a return on invested capital 
equal to the rate on high-grade corporate bonds, be identified as earn- 
ings. If this amount is not at least equal to the wage of an unskilled 
worker , then such a wage should be used as a basis for estimating the 
present value of expected lifetime earnings . 

The problem of a wife’s earnings takes two interrelated forms: impu- 
tation of earnings to a wife not in the labor force, and a deduction for 
expenses of a wife who is employed. If there were a direct measure of 
the value of housewife services, this would be a basis for imputing 
earnings to a wife not in the labor force. Such imputation, however, is 
not recommended. 

A housekeeping deduction is in order for the working wife. The 
Panel believes, however, that the present CSS deduction should be 
modified. 

The Panel therefore recommends that: 

25. The working wife deduction be based on some standard rate re- 
flecting the average family costs attributable to earning this outside in- 
come (for example , household help , commuting costs , and so forth). 

The current earnings figure should be as representative as possible 
of the situation of the family relative to other applicants for aid. 

Therefore , the Panel recommends that: 

26. Tne current earnings figure in general be an average of three 
years ( the previous and current years , and an estimate of the forthcom- 
ing one) unless there is evidence that the average itself includes un- 
usual or nonrecurring earnings experience. 

The Panel also recommends that: 

27. In deriving the current earnings figure, the CSS impute an income 
from owner-occupied housing . 

The federal income tax should be directly exploited in eliciting cur- 
rent income information in the interest both of simplification of the 
task of supplying the information and of improving its accuracy. 

Hence the Panel recommends that: 

28. For each of the two years to be reported , the family be requested to 
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supply adjusted gross income , separated into wage income (earnings) 
and property income . To adjusted gross income should be added miss- 
ing income items such as excluded capital gains and all state and local 
bond interest . 

A hardship may be considered to arise when parents have more than 
one child in college simultaneously. This is actually an aspect of the 
liquidity problem. Present CSS treatment amounts to substantial 
favoritism to parents with children in college simultaneously; the an- 
nual parental contribution based on discretionary income is now the 
same regardless of the number of children in college at the same time 
— it is simply divided between or among them. Az'easonable reduction 
in this favoritism can be achieved. A standardized spacing of multiple 
children can be established as a benchmark. 

The Panel therefore recommends that: 

29. An appropHate technique be devised to pj'ovide for some reduc- 
tion in the contribution when a second or third child is simultaneously 
in college , without producing the excessive favoritism now shown to 
payments of children whose college years overlap. 

The Panel has examined the possibility of incorporating a place-to- 
place cost-of-living adjustment into the determination of the parental 
contribution. It is not clear how such differentials ought to influence 
estimates of the future cost of the moderate living standard. 

In view of this , the Panel recommends that: 

30. No attempt be made at the present time to incorporate place-to- 
place differentials in the cost of li ving into the determination of the pa- 
rental contribution. 

The Packaging of Financial Aid 

How can best use be made of an institution's financial aid resources? 
Three aspects of this question are discussed in this section of the re- 
port: the definition of financial aid and the three types of aid — grants, 
loans, and work; the objectives that institutions are attempting to 
achieve with financial aid available; and some of the constraints and 
uncertainties under which educational institutions must operate. 
Society has as one of its objectives, in the United States, the educa- 
tion of the maximum number of its citizens to the maximum extent 
possible for each. It must move toward this goal, however, in a context 
of distinctly limited resources because of competing demands and 
other high priorities. 
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Individual students also have objectives related to higher educa- 
tion. They may see higher education as a means of self-fulfillment, 
but on a more practical level they and their parents see it as a means 
of achieving social mobility and status in society. They frequently 
also see themselves as being prevented from fulfilling either objective 
because of insufficient funds. 

Institutions of higher learning also have their own objectives. 
Great universities need to assure a continuing supply of able students 
as much as they need to attract the finest faculties to maintain their 
stature; other universities and colleges also aspire to eminence; and 
many have as an objective a broader mix of racial groups or econom- 
ically disadvantaged students. 

If resources of money, faculties, and students were plentiful, these 
several objectives could be easily reconciled. The increasing scarcity 
of resources in relation to needs, however, coupled with pressures 
from the various federal student aid programs, have led to near-uni- 
versal use of some kind of need analysis system in distributing under- 
graduate student financial aid in the United States. This still leaves 
several questions unanswered: How is the applicant's need to be met 
— by grant, loan, or employment? Who gets priority on grants, the 
most desirable form of aid —those with high academic rank, those who 
apply first, those with the greatest need, or some other group? Given 
a number of students each with the same amount of financial need, 
with what combination of grant-loan-job should the need of each be 
met? 

Answers to some of these questions are suggested in this section, 
where various approaches to financial aid packaging and their rela- 
tionships are discussed: the universal GI Bill; first-come first-served; 
the scholarship-prize; and need-related aid with academic preference, 
need preference, and threshold preference. These approaches serve 
societal, individual, and institutional objectives in varying degrees. 

Given agreement on the objectives of financial aid, there are still 
constraints under which institutions must operate. One involves the 
amount and mix of available financial aid, and another involves un- 
certainties about both financial need and financial aid resources. The 
amount of financial aid available varies greatly from one institution 
to another; it is difficult to estimate the amount of student financial 
need; and there is additional uncertainty about parental incomes and 
the amount parents should be expected to contribute. The amount of 
financial aid funds available for distribution to students is also uncer- 
tain. Yet another constraint concerns the amount of self-help that is 
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reasonable and desirable. These constraints and uncertainties, how- 
ever, must not prevent institutions from using creativity and ingenu- 
ity in packaging financial aid in a manner that will implement soci- 
etal, individual, and institutional objectives. 

With reference to the packaging of student financial aid , the Panel rec- 
ommends that: 

31. Institutions and agencies administering financial, aid define and 
make known their student aid objectives and establish guidelines be- 
fore developing patterns of packaging financial aid resources. 

32. Institutions and agencies administering financial aid be strongly 
encouraged to combine the various available resources —including pa- 
rental contribution, student summer and temn-tim.e earnings, student 
assets, long-term loans, scholarships, and grants— in such a manner as 
to direct available scholarships and grants to those students with the 
greatest financial need and those at the earlier stages of their under- 
graduate experience . 

33. Financial aid for students whose aid is not now based on finan- 
cial need (such as athletes, band members , and other seiwice awardees) 
be guided by the need principles applicable to other students. The Panel 
recognizes that such activities effectively limit the portion of the finan- 
cial aid package that may be met through employment, and that a 
larger-than-average proportion of such aid may consist of grant funds. 

3b. Students be given free choice , wherever possible , between long- 
term loans and jobs in meeting the self-help component of their finan- 
cial aid package. 

35. The CSS consider incorporating a recommended financial aid 
package in the Financial Need Analysis Report. 

36. Aid-granting institutions and agencies share infoimnation with 
families and students regarding the expected amount of family contri- 
bution. 

Future Prospects 

When the College Scholarship Service was initiated in 1954 most fi- 
nancial aid funds were to be found in the private colleges and univer- 
sities, and the picture was dominated by the several-score best-en- 
dowed institutions. While institutional policies and procedures will 
remain important in the future as means of accomplishing local ends, 
the focuses of national student aid policy will likely shift to public in- 
stitutions and agencies. This raises major questions for the CSS con- 
cerning its future role. 
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As federal and state programs become »^ore significant, should the 
CSS view its position primarily as serving the needs of individual in- 
stitutions in a manner that complements basic state and national pro- 
grams? If this question is answered affirmatively, should the CSS 
think of independent institutions as its primary constituency, recog- 
nizing that various state systems may be under local pressures to use 
other means of determining aid eligibility? This would be an impor- 
tant and responsible role for the CSS to play, but one of declining rela- 
tive importance over the coming 15 years. 

Alternatively the CSS might more actively seek to have a major 
leadership role on the national scene, adapting its policies and pro- 
cedures to fit the changing federal and state presence. In this posture 
it probably would have to give federal and state agencies an official 
voice in the determination of policy, and it would perforce become less 
of a constituency organization. 

In recent years the CSS has straddled this course, shifting modestly 
(and informally) toward the latter position. The Panel sees this as the 
single most important policy issue the CSS will face over the coming 
decade, and one whose consideration could too easily be postponed 
until the options are foreclosed. The CSS has traditionally been a serv- 
ice organization for its members, working to create an environment of 
equitable competition based on common standards while institutions 
pursued their self-determined educational objectives. The Panel be- 
lieves that increasingly the CSS, if it is to be a leadership organiza- 
tion, will have to cast itself in the role of a major shaper of national 
objectives and attempt to influence institutional behavior in the pur- 
suit of those objectives. The Panel urges that the issues be clearly 
faced in the next year or two before the initiative is lost to some other 
organization, public or private, that may not be as sensitive to institu- 
tional concerns. 

One consequence of the dramatic change in the past 15 years in the 
social climate in which higher education exists has been the quiet 
revolution that has made financial need, rather than academic merit, 
almost the sole determinant of undergraduate financial aid. The 
Panel believes that the same changes will take place at the graduate 
and advanced professional levels in the next few years. Another con- 
sequence is the participatory role of students in the governance of col- 
leges and universities. In few institutions have students yet played 
much of a role, however, in the determination of financial aid policy. 
This will change in the near future. 

The CSS has greatly influenced changes in student aid in the past. 
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With the assistance of the financial aid community and others it can, 
indeed must, continue to do so in the future. As a nation we have yet 
to make equality of educational opportunity a reality. Despite the 
vast resources committed to the support of higher education, we f ail 
by a substantial margin. As this report makes abundantly clear, need 
as a primary determinant of student aid is still a distant goal. 

The greatest contribution that the CSS can make in the next 15 
years is to speed the time when equality of access to educational op- 
portunity becomes a reality. The Panel hopes that this report, and the 
36 recommendations set forth in it, will be of direct assistance in 
achieving this important goal. As a public service organization the 
CSS has an obligation to act boldly. The Panel believes that it has both 
the will and the capacity to do so. 
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Report of the Committee on 

Student Attitudes and Concerns toward Student Aid 
September 9,1970 
Submitted to the 

Panel on Student F inancial Need Analysis 
of the College Sch olarsh ip Sewice 

Preface 

This study grew out of the desire of the members of the Panel on Stu- 
dent Financial Need Analysis to include in their deliberations the 
perceptions and ideas of students. In the short space of three months, 
this committee, relying upon the sincerity and intellectual quality of 
the students' responses, has attempted to provide the Panel with stu- 
dent perspectives on aspects of the financial aid system. 

Because the time was limited and the possible areas for exploration 
were numerous, the committee has purposely emphasized in this re- 
port some of the more serious concerns exhibited by the students who 
participated in the study. Many aspects of the system have been ex- 
cluded, not because the committee deemed them unimportant, but 
because the number of areas that could be covered was necessarily 
limited. 

This study concerned student perceptions only, and therefore this 
report does not purport to present a balanced account of the financial 
aid system. While one might disagree about the validity of some or all 
of these perceptions, it must be recognized that valid or not, this is 
the base from which many students operate. As Robert M. Mclver, 
the renowned sociologist, has pointed out, perceptions can be very 
real in their social consequences. 

Final responsibility for this report lies primarily with Morris J. 
Blachman, Chairman of the Committee (New York University) and 
secondarily with Steven London (Rutgers University). Jane Klare 
(New York University) and Ronald Heilman (New York University) 
both provided ideas and some of the written materials upon which the 
report is based. Roosevelt Randolph (University of North Carolina) 
and Sharon Pero (University of Wisconsin) were most helpful in all 
stages of the project and particularly in administering the survey and 
the interview. Finally, James Holzhauer (New York University) pro- 



vided that most critical element, the computer printout of the survey 
data. 

Special thanks go also to the Center for International Studies of 
New York University for allowing the committee to make use of their 
facilities, and to the staff at the Center and the staff in the Chancel- 
lor’s Office at New York University for their kind help at critical pe- 
riods during the project. 

Introduction 

Alexander Heard, chancellor of Vanderbilt University and special ad- 
viser to President Nixon on student unrest, recently characterized 
student feelings as follows: “The student revolt may seem baffling 
and chaotic to outsiders but underneath it is a deep moral commit- 
ment, a seriousness of purpose, to eliminate what the students gen- 
uinely believe to be the weaknesses of American society. . . (New 
York Times, July 4, 1970. Emphasis added) 

According to a recent poll of 7,300 students on nearly 200 different 
campuses, conducted by a national magazine: 

“. . . today’s college student emerges as a concerned, reasonable and 

angry citizen He refuses to believe that he is politically ineffectual 

or that the only way to restructure the system is to tear it down ... he 
is ideologically opposed to violence — whether it takes the form of an 
Asian war, a campus demonstration or authoritarian repression. But 
he is dangerously frustrated. . . . 

“The overwhelming majority of students (82 percent) believe there 
are serious deficiencies in the education system that urgently require 
reform ... it is almost incredible that their [the students’] sense of iso- 
lation and frustration has not ied to more extensive violence and 
bloodshed than it has.” ( Playboy , September 1970) 

Such is the variety of discontents against which any serious con- 
sideration of student views and concerns today must be weighed. As a 
general rule, studerts are dissatisfied with the present financial aid 
system; they believe it can and must be significantly improved. What- 
ever efforts are made to reform or reconstruct the system must take 
into account the perceptions ard experiences of the students them- 
selves. Students must be among the architects and builders of the 
plans and programs for the future. 

In the summer of 1970, the Committee on Student Attitudes and 
Concerns toward Student Aid attempted to elicit some notion of the 
concerns and attitudes of students toward the workings and problems 
of the financial aid system. The committee’s efforts were exploratory 
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in nature, and this report is meant only to suggest areas in which stu- 
dents have manifested serious doubts about the continued viability of 
the system. These views range from a call for the better dissemina- 
tion of information, to a reorientation in the criteria used for grant- 
ing and packaging awards, to the creation of mechanisms by which 
students can actively participate in making those decisions which 
affect their lives. 

The committee relied on two major sources for its information: a 
survey (the questionnaire used is reproduced on pages 127-133) of ap- 
proximately 125 students in each of four universities — University of 
North Carolina, New York University, Rutgers University, and Uni- 
versity of Wisconsin; and 55 depth interviews with students, also con- 
ducted on the same four campuses. The interviews were designed to 
illuminate more fully some of the subjects covered by the question- 
naire. 

The Information Void 

In response to the question, “How well do you know the purpose of the 
College Scholarship Service and the process by which it determines 
financial need?” 31 percent of the students said they had “no real 
idea” and another 29 percent said they had only a “vague idea.” 
Knowledge of the CSS and of the workings of the financial aid system 
seems to be lacking not only among student . but among counselors of 
students as well, particularly at the high school level. 

Some of the students’ personal comments were Illuminating: 

“My high school did very littie in aiding me to find out about finan- 
cial aid. Perhaps they could have given us some brochures on types of 
scholarships and financial aid available.” 

“They didn’t tell me anything. They were very uninformed. The 
university did even less.” 

“[The counselors were] very nice, but [there was a] tremendous lack 
of knowledge on their part.” 

“My guidance counselor didn’t ever explain anything to me about 
financial need. I don’t know if it was apathy ... or what.” 

“The information thing is always fouled up. People are never ex- 
plicit and things are never explained by anyone. In high school the 
whole process of getting financial aid is very mysterious.” 

When a^ked to evaluate the help they received in high school, 32 
percent of those responding reported that the information and ma- 
terials were “not very helpful,” another 45 percent said they were “all 
right,” while only 24 percent thought the materials were “helpful.” 
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Responses concerning the university level were only slightly more en- 
couraging: 37 percent felt that the materials were “helpful/’ while 48 
percent indicated they were “all right” and 15 percent checked “not 
very helpful.” 

The implications of this lack of information are obvious. Students 
who do not know what possibilities exist and therefore need the help 
of competent counselors often cannot go elsewhere for help simply be- 
cause they do not know where to go or what they need to know. The re- 
sult may be that the student either doesn’t go to any college, or ap- 
plies only to colleges within his financial range: 

“A lot of people are afraid to apply to a school out of their parents’ 
financial means, when they could go to that school if they knew how to 
get money.” 

Or in some cases, the student may be advised not to apply to certain 
schools, perhaps, because the counselor is unaware of the possibilities 
for funding: 

“In the end [my high school adviser] advised me not to go to school 
partially because of my family’s low income and my not-better-than- 
average high school grades. However, I attended school anyway , . . 
with the help of a loan.” 

An even more serious problem, however, is the degree to which low- 
income families may be indirectly affected by the information barrier. 
During the interviews, some pointed out that students from low-in- 
come families need to know early in their high school years that there 
is a possibility they might be able to go to college. (“Kids who are go- 
ing to vocational school because they don’t have funds to go to college 
might reconsider.”) If they don’t realize that the opportunity exists, 
they may orient their studies away from college preparatory subjects. 
The effect might be to deny them entrance to college even though 
money might be available, because they woulo be unprepared intellec- 
tually. 

Among the suggestions made to improve this state of affairs were 
the following: 

CSS and financial aid office personnel should visit high schools, 
speak in assembly programs, offer special information sessions at 
night to members of the community, and make materials available 
for distribution in the school and in the community. 

The CSS should make extensive use of the media to point out to the 
public the kinds of financial aid that exist and the means by which 
one can apply for them. 

The CSS, in cooperation with universities, should employ students 
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on work-study programs to visit high schools and other gathering 
places of students. It would be their responsibility to talk with stu- 
dents (or potential students) about the possibilities of financial as- 
sistance, the processes by which funds are allocated, and the proce- 
dures to follow in applying for admission to college and for financial 
aid. 

The problem of an information void also applies to the process by 
which institutions determine need and allocate funds. One student 
stated that she could not possibly begin to comment on ways for im- 
proving the system because she did not know “what went on behind 
the closed doors”: 

“Let us kids know what’s going on. Nobody knows who gives aid or 
where it conies from. A group of men in mysterious places hand out 
the aid now. This image has to be changed.” 

This lack of information may also be contributing to a trust gap. 
Only 22 percent of the students believed other students’ financial 
need had been fairly determined, 27 percent took a noncommittal po- 
sition, and 40 percent indicated that they thought it was unfair. 

Few students seem to know that the role of the CSS in the aid sys- 
tem is limited to computing the potential contribution of the appli- 
cant’s family, and that the institutions make all the final decisions re- 
garding whom to aid, how much, and with what kind of financial aid 
package. 

One way to eliminate some of the confusion and mystery concern- 
ing the role of the CSS would be to follow the recommendation of the 
students, 84 percent of whom believed that they should receive a copy 
of the Financial Need Analysis Report (FNAR); 77 percent felt that a 
copy should also be sent to their parents. 

In addition to the actual information made available to students 
and society at large, the quaP.ty of personal contacts between the 
counselor or the financial aid officer and the person seeking aid may 
have a significant impact on the student's future. Of the respondents, 
14 percent claimed that their personal contacts with high school coun- 
selors were “unpleasant” and 17 percent said the same for their uni- 
versity experience. When 1 out of every 6 or 7 students feels that his 
contacts with financial aid personnel are “unpleasant,” the situation 
requires serious attention no matter who is at fault. It is these “bad” 
experiences that help create and perpetuate the myths and realities 
of the “cold, arrogant, pompous, insensitive, and sadistic financial aid 
officers.” The combination of myth and experience may lead to an at- 
titude on the part of students and aid officers that severely hinders, if 
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not precludes, a helpful relationship. As one student said: “I see the 
financial aid officer as the enemy. He has the money and I have to get 
it from him. I am defensive before the interview. The interview turns 
out to be an interrogation .for the student. I imagine him as an ogre 
and I’m always afraid of him. ,, 

A more typical experience was expressed by a student who is a jun- 
ior: “My high school counselor . . . didn’t even want me to attend this 
school. I wrote to this [school myself] for information concerning fi- 
nancial aid.” 

Of those who have applied for aid, 30 percent believed that parents 
tend to underestimate their income and assets on the Parents’ Confi- 
dential Statement (“Figures on the PCS are often fudged — people try 
to outthink the CSS”), 28 percent thought they were accurate, and 
only 6 percent said they thought they overestimated. Fifty-six per- 
cent felt that their parents were “concerned about the effect of their 
responses on the amount of aid awarded.” 

While 36 percent believed their parents felt that the PCS was a 
“reasonable form to complete,” 29 percent were “suspicious as to how 
the information might be used” and 21 percent felt the form was an 
affront to their pride. 

Who Gets What— How and Why? 

One of the thorniest problems of the financial aid process is the set- 
ting of criteria for awarding funds. The basic stance of the CSS is that 
the determination of awards should be based on financial need — de- 
fined as student’s cost minus the ability of the family to pay. This 
stance is not binding on constituent member institutions. In fact, the 
CSS goes to great pains in its Manual for Financial Aid Officers to 
point out that “ a system of need analysis must always be a guide for 
judgment , not a substitute .” Sometimes the criteria are established by 
the source of the funds as, for example, in the National Defense Stu- 
dent Loan Program, where “priority ... is given to the ‘superior stu- 
dent.’ ” Need and merit have for some time been the dual mainstays 
as criteria for making awards. 

Students were sharply divided in selecting between need and merit 
in their responses on the questionnaire. They were asked to indicate 
in rank order which criteria should be used for making awards. In the 
first of two situations where need and merit were both possible 
choices, 50 perc nt ranked merit as first priority, while 44 percent 
ranked need first; 25 percent ranked merit second and need was 
ranked second by 25 percent. In the second situation, 49 percent 
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ranked merit first and 42 percent ranked need first, while merit was 
ranked second by 20.5 percent and need was ranked second by 28 per- 
cent. 

Other criteria that students indicated should be considered were so- 
cial priorities (for example, members of underprivileged groups or 
special skill groups), alternatives (for example, knowledge that the 
student has been accepted and offered aid at another school), motiva- 
tion, educational goals, and emotional stability. Of these only social 
priorities with a high of 16 percent and alternatives with a high of 19 
percent received more than 1.2 percent first-rank votes in any of the 
four situations set forth in the questionnaire. What is most interest- 
ing, however, is the difference in rankings when the question shifted 
to the criteria for packaging of awards: 55 percent ranked need first, 
compared to 38 percent who gave merit the top spot. 

The students surveyed see need and merit as the twin pillars of the 
process of selecting students to receive aid. But once that decision has 
been made, it is to need that most turn as the basis for allocating the 
various types of funds — grant, loan, work-study. At least part of the 
explanation for the tension between need and merit and for the en- 
dorsement of need in packaging can be found in the interviews. 

In reading through the interviews, one is struck by the almost cas- 
ual manner with which virtually every student interviewed said that 
need should receive top priority. At first this would seem to be in con- 
flict with the divided responses on the questionnaire. Why should 
need be most important? The answer according to one respondent is 
quite simple: “If you don’t have money, then you can’t go to school.” 

A more detailed explanation was elicited from two students: 

“There is no need for merit to be considered. If a student has been 
admitted to a college he should be able to realize his complete poten- 
tial as a student. Detracting from the needy because someone wants 
to reward another person is silly. If we had bundles of money, it might 
be nice to reward students [for merit]. But to do that while detracting 
from basic need is illogical. It is an unwise policy. It is hypocritical and 
cruel to deprive one of a better environment to reward another for 
doing better work.” 

“It is better to elevate someone whose parents are poor and have 
never gone to college, than to give someone aid who has come from a 
middle-class background and college-educated parents, simply be- 
cause the poor person has limited means of support. Middle-class per- 
sons invariably can find means of support outside of the university 
and do not require scholarships; loans should be given to them.” 
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Why did merit come off so poorly? In large measure this was due to 
the attitude students exhibited toward the more common indicators 
of merit such as grade-point average and scores on standardized 
tests. Some said that using merit as the major criterion was unfair 
because “merit is the result of students being exposed to a good en- 
vironment. It’s like punishing the underprivileged twice.” 

Relying on merit as determined by the more standard indicators 
also might, as one student put it, eliminate “late bloomers, just as I 
was. If it had not been for the G.I. Bill, I wouldn’t have been able to 
attend school.” In addition, people who are particularly well qualified 
in some areas but not strong overall (more common among less-privi- 
leged groups) are likely to be eliminated from the list for awards or 
placed on the bottom end of it. 

Students think more emphasis should be placed on encouraging an 
overall educational experience that must be evaluated in subtle and 
complex ways, not by “artificial” standards. Academic gamesmanship 
can lead to a high grade-point average without commensurate sub- 
stantive knowledge: 

“Grade point is confederate money. . . . There shouldn’t be scholar- 
ship funds based on grade point. . . . Sure it benefits some people — 
those who are willing to put up with what is handed out in classes. . . * 
College, the way it is set up, is a game. You have to be a con artist, a 
good talker. . . . Rewards for merit are absurd. A man does not merit 
money for good grades.” 

Some see the use of merit as actively encouraging students to work 
for grades rather than knowledge, placing a premium on competition, 
“gut” courses, and “psyching out” the professor on tests, rather than 
encouragingpersonal growth and development. (“All too often, money 
is used as an incentive to push for higher grades. This should not be 
the case.”) 

Despite the overwhelming endorsement of need and the apparent 
disregard for merit, a careful reading of the interviews reveals that 
merit is also important to students. They are not unconcerned with 
quality education; they are concerned, however, with providing op- 
portunities to all to receive a quality education. They feel that merit- 
defined as a combination of one’s capabilities, motivation, and emo- 
tional stability — should be used as a criterion for admission, not for 
awarding aid: “I am assuming that students who apply for financial 
aid meet the minimum requirements for admission; therefore, no 
other criterion [beyond need] should be considered.” 

Once the decision is made to aid a student, the next step is to deter- 
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mine the aid package. Student views on packaging tend to parallel 
those regarding awards in general: 

“We have a tendency to give loans to low-income students which 
hurts them more so after school. . . . Give the bright, high-income stu- 
dents the loans, and the poor, deserving low-income students the 
scholarships.” 

“Excuse the expression, but I think packaging is prejudiced as hell. 
All the kids from the big and best high schools receive the scholarship 
money and the rest of us underprivileged get a chance to pay for r.n 
education the rest of our lives. It’s just not fair. ” 

“By packaging awards you punish a child who has achieved less by 
standards, perhaps because of his social background, by asking him to 
pay society again when society is the one which really caused his 
problems in the first place.” 

“Scholarship is very important for encouraging students to strive 
for excellence in their academic work. Scholarships, however, have a 
tendency to fall in the hands of one group, the upper class. The reason 
that this happens is that upper-class families provide the social back- 
ground necessary for achievement.” 

Students generally felt that the purpose of financial aid should be 
to allow students to participate as much as they might desire in the 
full panoply of the university experience. A meaningful college educa- 
tion is not viewed as simply a course-work degree; rather, it should be 
a time when the student develops himself emotionally and experien- 
tially as well as intellectually. There is no reason why he should not 
simultaneously be able to be a participant member of the university 
community and of society: 

“i e college experience is incomplete without other activities. I 
place extracurricular activities very high, second of course to scholas- 
tic activities. . . . The university should promote an open-minded life 
style. The university’s purpose is to teach one how to think coherently. 
A well-rounded university experience is essential to producing crea- 
tivity.” 

“Financial aid is critical to school activity patterns as only those 
with no financial aid problems and good grades have the time to par- 
ticipate on campus. [Financial aid problems and the stress on grades] 
keeps the average student . . . struggling to stay alive all the time.” 
“Outside the classroom is very important. The university should en- 
courage a kid to move around and try out new experiences open to 
him, informally and with freedom.” 

The effect that different forms of aid (for example, a grant instead 
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of a loan) have on a student’s life style can be rather drastic: 
“Financial aid generally gives the student a feeling that he is 
wanted ... it makes you feel that you deserve to go to college, that you 
belong here. It’s given me more free time. If I [had to take a job], I 
couldn’t have devoted time to personal desires. ... I would have been 
just hanging in there. . . . Under these conditions, college becomes a 
grind.” 

“Since I received the scholarship, I have had time to develop myself 

in terms of my own personal interests [Loans] change the way one 

thinks about his career. Setting career goals may be hindered. . . . The 
responsibility of paying back the money would be constantly on the 
student’s mind in college. It would have an adverse effect.” 

In the questionnaire sample, 84.5 percent said that “one of the more 
important goals of American society should be to insure that every 
American receives a college education if he or she wants one.” Like- 
wise, 91 percent indicated that the decision to accept or reject a stu- 
dent’s application to college should be made without regard to his fi- 
nancial status. 

These responses like many others in the questionnaire are indica- 
tive of a heightened social concern exhibited by students. They feel 
strongly that members of the society should be given the opportunity 
to develop themselves with a college education and that those who 
have been excluded, in whole or in part, from society’s rewards should 
be given the opportunity to partake of the country’s abundance. This 
can be best accomplished, according to the students, by aiding those 
who are most needy. Interviews where feasible should be used to as- 
sess students on an individual basis. Both personal and social circum- 
stances should be taken into account: 

“It’s a fact that blacks can’t get as high paying jobs as whites when 
they get out of college. So [the black] should get more scholarship aid 
when he is in school. It will be easier for the white to pay it back.” 
“Minority-group values and life styles force a different considera- 
tion of what can be accomplished on a given income. Thus, what a 
standard family should be able to do on a given income may not be 
true for them.” , 

Loans may be a very valuable opportunity for -many people: “with- 
out a loan there were a lot of problems, but with the loan I could de- 
vote more time to being a student.” On the other hand, loans also 
create some hardship. 

“Lower-income families may become discouraged when they have 
to borrow large sums of money for educational purposes.” 




115 



124 



Appendix. How Student it See It 



“Loans take you away [from the university community] just by 
creating anxiety about the future or career choice.” 

“It [packaging] is a policy of this nature that forced me out of school 
after the first year. If I had received some scholarship money my par- 
ents wouldn’t have worried so much about me borrowing what they 
considered a large sum of money.” 

Another aspect of loans mentioned by the students was the enor- 
mous range of types of loans available. Loans under the National De- 
fense Student Loan Program are quite generous in interest rates and 
repayment schedules when compared to many other loan programs, 
especially in comparison to commercial loans. Loans, however, can be 
difficult to get, particularly when a student needs a substantial 
amount of money. 

Students felt there should be an intensive effort to assure that suf- 
ficient funds are available at reasonable interest rates and with rea- 
sonable repayment schedules, to provide all students with the aid 
they need to attend college and have a f all university experience. 

The third element of most packaging plans is work-study or some 
form of job placement: 

“Working takes you out of the [university] community; you need to 
be here.” 

“Working seriously limits a student both as a worker, because it’s 
only a part-time involvement, and as a student, because it can’t be 
‘full’ full-time participation.” 

The degree to which an individual can cope with both working and 
attending school varies from person to person. As was suggested ear- 
lier, individuals should be screened to determine how well they can 
handle work. 

Students objected rather strenuously to the whole work-study pro- 
gram as it actuary exists and is conducted, although they manifested 
strong support for the concept of the program as outlined in the CSS 
Manual for Financial Aid Officers: “Jobs provided on campus must be 
related to the educational objective of the student. . . (emphasis 
added). All too often the jobs are thought to be dull, tedious, and at 
best only tenuously related to the student’s “educational objective.” 

A work experience related to a student’s personal and educational 
growth and development could be, as the Manual suggests, beneficial 
“both as a part of his maturation process and as a means of exploring 
various jobs.” 

Students also were quite concerned about the ways in which finan- 
cial assistance might have a restraining effect on their university ex- 



perience in general, and on their life style in particular: 

“Students are afraid to pursue their political beliefs because of the 
threat of losing their financial suppoi-t.” 

. . it has limited my participation in political issues. ,, 

“Since I am on a rehabilitation scholarship, political participation 
by me has not been limited. However, I have noticed this fear in some 
of my friends.” 

“You don’t raise hell on scholarship or loan. My financial situation 
prohibits me from leaning too far to the left. ... If I get caught in any 
kind of disturbance in a demonstration there is a chance that I may. . . 
lose my money.” 

The policies for granting financial assistance also may affect the 
course of a student’s development as an independently thinking, feel- 
ing, and acting person. Among the respondents, 40 percent received at 
least half of their income in 1969-70 from their parents, nearly four 
times as many as are supported by any other single source such as 
grants, loans, work, spouse, or savings. Although it is not true that fi- 
nancial dependence necessarily means emotional dependence, it often 
ends up that way: 

“It is very important to feel emotionally independent of your fam- 
ily. The contrast between home and school is large. When I go home, I 
have to live in a midway state.” 

“Emotional detachment from one’s parents is one function of col- 
lege. The student learns to be independent on an everyday level.” 

Contrary to the image of the student as seeking all opportunities to 
rebel from, and break all ties with his family, the independent stu- 
dents interviewed believed that self-growth could lead to even better 
relationships with parents: 

“I don’t want to be cut loose from my family. I [just] like the free- 
dom to do what I want, and I like not asking permission to do it. Going 
to school should not hurt the closeness of a family.” 

“I’m [financially] independent of my family in life style and deci- 
sions. But I’m emotionally close with them. My corporate self is inde- 
pendent.” 

Financial support can be an important vehicle for helping a student 
develop this independence: 

“Financial aid was important because it allowed me to live without 
a loan from my father. It is important to be economically independent 
from home. Money is one of the main controls that a parent has oyer 
his child. Once ireed from potential control the . . . contact with my 
family is pleasant.” 
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Who Is Responsible for What? 

The students believe that the ideal situation would be support for all 
students and thus a fostering of growth and independence. But be- 
cause funds are limit.id at present, this situation is impossible to at- 
tain. There must therefore be some clear delineation of responsibility 
for supporting students. The position of the CSS is clear: “Parents 
have an obligation to pay for the education of their children to the ex- 
tent they are able to do so.” 

The majority of students surveyed agreed that this responsibility 
should, in fact, be borne by the parents, but there was a sizable dis- 
senting minority. Fully 33.5 percent, or 1 out of every 3 students, dis- 
agreed with the statement. If the parents shouldn’t pay, who should? 
Survey respondents were also asked how, given the present resources 
of American society, they would apportion the responsibility for aid- 
ing students among the following groups: students themselves, par- 
ents, government (state and national), independent public agencies, 
independent private agencies, and others. Government was saddled 
with the responsibility for contributing at least 40 percent of the sup- 
port by 57 percent of the students, while only 23 percent thought that 
parents should contribute that much. Parents shouldn’t have to con- 
tribute anything at all was the view of 29 percent of the students, 
while another 29 percent said that the contribution of parents should 
be 20 percent of the cost or less. Nine percent felt that they should be 
responsible for 40 percent of the funding, and 39 percent believed that 
students should not contribute at all. 

These findings, combined with the interviews and responses regard- 
ing aid for financially independent students, reveal a complex set of 
attitudes held by students concerning independence (financial and 
otherwise) and the sources that should be responsible for providing 
aid to students. Students tend to feel that it is important to be inde- 
pendent and that sufficient financial aid helps them to be so. Forced 
reliance upon their parents, they feel, leads to an undesirable de- 
pendency relationship which is destructive of their own growth and 
development, as well as of their relationship to their family. This is 
particularly evident in students from middle-income families, where 
the parental contribution sometimes causes family hardship but 
where income is such that the student does not qualify for financial 
aid: “[This system] keeps you bound emotionally and financially to 
[your] parents. It squeezes the middle class who really have to strug- 
gle to get the contribution together without the family suffering.” 



Students in the survey were asked to set the standard for choosing 
between two financially independent students in a situation of lim- 
ited funds. One of the hypothetical students was financially independ- 
ent because his parents were unable to contribute to his support; the 
other was independent because he chose to be so even though his par- 
ents could afford to contribute. Giving priority to the student who had 
to be independent was favored by 58 percent of the sample; only 2 per- 
cent wanted to give greater priority to the studept who chose to be in- 
dependent; and just over 38 percent preferred to “treat both equally 
and not consider the financial capabilities of the students' parents." 

The respondents were sensitive to the dilemma they faced between 
wanting to encourage independence on the one hand, and on the other 
wanting to provide the limited funding available to the most needy— 
thereby fostering further dependence of students upon their pare nts 
in middle- and upper-income families: 

“I would judge the voluntarily emancipated student favorably, but 
he would be penalizing the other ... if he received aid. He must be 
shown, in this instance, that he is hurting others." 

“The university is obligated to help a kid who's conscientiously try- 
ing to establish independence from his parents. But this takes money 
away from those most needy. They should be seen as equals since all 
have the same need, but I feel guilty about being the one to take 
money away from the very people I know to be conspicuously absent 
from the student body." 

The major problem is one of trying to find sources of aid that would 
allow all students the opportunity to go to college. If sufficient fund- 
ing were provided for all, obviously many of the problems in the finan- 
cial aid process would be eliminated. 

Most students placed the primary responsibility for funding 
squarely in the hands of the government. Others also favored having 
the government take the responsibility, but they feared the conse- 
quences: 

“Despite the dangers, state and federal governments have a real 
obligation to students. It is not a parental function to pay for educa- 
tion, but a societal function." 

“If the government paid for the education then the burden would be 
taken off the family of the student. All citizens would share equally." 

“[I] place the responsibility - . . on society. ... If parents bore the 
main responsibility then some income groups' children would have a 
better chance for advancement. This is exactly the kind of financial 
system that I detest." 
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“All education, basically, should be free. But I'm afraid that govern- 
ment will impose its own criteria. If that's the case, then forget it." 

Some wanted responsibility left where it is now, with their parents. 
One student strongly opposed saddling* the government with this bur- 
den: “Basically, I am a conformist and I don't think that the payment 
for education should be forced down the throats of the Federal Gov- 
ernment. The government is already doing more than its share in edu- 
cation. Why should the government pay for the education of these 
long-haired radicals who seek to destroy the educational system?" 

Who Rules? 

Central to the notion that independence and growth are critical as- 
pects of the university experience is a concern of students for their 
role in setting the policies that shape the conditions of their life. 

Respondents were asked to indicate the degree to which they felt 
students should participate in several different decisions relevant to 
financial aid. In each case the largest single grouping indicated that 
there should be “organized student representation on the decision- 
making body." Student participation in the decision “to accept or re- 
ject a student's declaration of financial independence from his par- 
ents" was important to 38 percent; 54 percent believed students 
should participate in establishing “the criteria for awarding financial 
aid" and in the setting of “basic policies for the CSS." Just under 18 
percent believed that a student's budget should be decided entirely by 
students. They clearly feel they should no longer be denied the right 
to participate actively and constructively in important decisions of 
this kind: 

“Student nonparticipation is ridiculous and a byproduct of the pa- 
ternalistic attitude of the student aid structure." 

“The student is the one really . . . affected by these bodies. There- 
fore, students should be allowed to vote and express their opinions." 

“Students should be on the board so they can provide their experi- 
ence or young opinions." 

“A voice is worthless, there must be active involvement." 

“The administration [is] not in touch to know what's going on and 
what it takes to live here, what the quality of life is like . . . for a stu- 
dent. But students . . . know what's happening." 

Several studer ts, however, voiced concern over the meaning of par- 
ticipation: 

“I can't be for student participation basically because I don't think 
that . . . [it] would have any effect. . . . The administration would only 
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wind up using the students as token puppets to reiterate decisions 
they had already made. The students don’t have any power whatso- 
ever. ... If I were a free man . . . perhaps I would be for it.” 

“The students will probably be selected because the'* agree with the 
people in power.” 

Who Shall Ascend the Mountain? 

The general orientation of the students toward financial aid seems to 
stem from broader concerns for social justice. There is a heightened 
consciousness exhibited by the high percentages of students who con- 
sistently took positions aimed at providing a college education to the 
broadest possible segments of American society. One manifestation of 
this concern has already been mentioned: the overwhelming response 
of students (84.5 percent) suggesting that every American should be 
assured a college education. As one student argued, “The education of 
the masses should be a government project with the people respon- 
sible for allowing everyone a chance to go to school, free of financial 
obligation.” 

When students were asked to consider aid for part-time students, 47 
percent favored giving them “small amounts of aid as a supplement to 
their other sources of income.” Another 46 percent felt that part-time 
students “should be awarded financial aid based on the same criteria 
and in regular competition with full-time students.” Only 4 percent 
claimed they “should not be given financial aid unless all eligible full- 
time students have been assisted.” Similarly, 84 percent endorsed the 
idea of assisting more students, “providing them with less than the 
full amount they need,” rather than aiding fewer students, “provid- 
ing them with the full amount they need.” 

Who Are These People? 

One of the aims of the student study was to see whether some groups 
of students were more likely to hold a given set of views concerning 
the financial aid system than other groups Were upperclassmen more 
likely than underclassmen, for example, to believe that parents 
should not assume the primary responsibility for financing their chil- 
dren in college? Not only was the above hypothetical relationship 
found to be false, but there were no significant relationships between 
a series of 15 different characteristics (such as school year, sex, major, 
and political identification) and 11 sets of positions regarding the fi- 
nancial aid system (such as setting the criteria for awards and pack- 
aging, and setting priorities for funding different categories of inde- 
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pendent students), as shown by answers to the questionnaire. 1 

The most significant set of differences found was between those 
who had previously applied for financial aid and those who had not. 
Most of these were differences in their backgrounds. Parents of stu- 
dents who have not applied for aid tend to be better educated an3 
have larger incomes. The students, themselves, have considerably 
more assets upon which to draw. These two groups did not exhibit sig- 
nificantly different views concerning financial aid. The major differ- 
ence was their knowledge of the CSS. Whereas 9 percent of the appli- 
cants for aid said they were thoroughly familiar with the CSS, and 
another 43 percent said they had “a general idea” about the CSS, 42.5 
percent of the nonapplicants checked “no real idea” and another 36 
percent said they had only a “vague idea.” 

Conclusion and Recommendations 

It is typical in reports such as this one to conclude by taking one of 
two positions: sing the song of impending doom, or praise the forward 
movement of present efforts to correct the ills uncovered. Neither of 
these views is appropriate here. The problems and concerns raised by 
the students in this study are, for the most part, not new, but the fact 
that they have been raised before in no way reduces their importance. 

Aside from a few areas, primarily the issues of parental responsibil- 
ity and student participation, most of the issues raised by the stu- 
dents and reported above have already been discussed, in terms the 
student would probably endorse, in the CSS Manual for Financial Aid 
Officers. If the constituent members of the CSS were to adhere to the 
financial aid policy positions outlined in the Manual , many of the dif- 
ficulties and concerns of the students would, no doubt, be alleviated. 

A dominant theme throughout the interviews, for example, was a 
sense of depersonalization that students experience during the entire 
financial aid process. The Manual deals, in part, with this problem: 
“Ideally a member of the aid staff will interview each aided student at 
least once a year in order to explain how the size of the award has 
been determined and to allow the student to clarify his problem.” 

Another important statement which gets to the heart of this stu- 



1. The characteristics tested correspond to items 1, 3, 5, 10-16, 18, and 27 on the ques- 
tionnaire. In addition, two composite items were used: one related the student’s politi- 
cal identification to his perception of most students, and the other related it to his per- 
ception of most Americans. The 11 sets of positions regarding the financial aid system 
correspond to items 23-29 and 31-34 on the questionnaire. 
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dent concern is found in the Manual: “Thus, financial aid functions 
are not simply fiscal in character. They involve students in deeply per- 
sonal ways, touching questions of values, reality, and purpose. Such 
concerns imply that the institution's financial responsibility to the 
student is also personal.” 

Students believe that the relationship between CSS policy state- 
ments and college practices is one that demands serious attention. 
Students fear the creation of a national centralized agency that 
would make decisions on financial aid; they also believe that the uni- 
versity is not the proper location for this kind of activity. Their fear 
seems to be far less one of centralization per se, and much more an 
extrapolation of their experiences at the local (that is, college) level to 
the national level. One of the students made this point quite clear: “I 
can't conceive of this being national. Students have enough trouble 
checking things through at their individual universities.” 

This exploratory study is not the appropriate mechanism for prob- 
ing these problem areas with the depth and breadth they warrant. 
Separate studies should be commissioned for those purposes. Conse- 
quently, specific solutions are not being recommended here. Some of 
the problems are far too complex to begin constructing approaches to 
solutions without a serious examination and consideration of all the 
factors involved. Neither the students nor anyone else — specialists in 
these areas perhaps excepted— should be expected to offer meaning- 
ful answers when initially confronted with the problems. 

The following are a selected listing of recommendations, which are 
presented in conjunction with the themes developed in the main body 
of the report, 

1. The CSS in cooperation with its constituent members should de- 
velop materials that would explain the financial aid system; more imag- 
inative means for disseminating the materials should be devised. Ef- 
forts should be made to put such materials in the hands of all counsel- 
ors; programs should be planned to inform students and parents at the 
local community level; and more extensive training programs for aid 
counselors should be established to insure that counselors are well in- 
formed regarding the financial aid system and the availability of aid , 
and to instill in them the importance of interpersonal contacts with 
those who seek their help . 

2 , The CSS should encourage its members to rationalize and make 
more flexible their financial aid procedures to make the process as sim- 
ple and as comfortable for the applicants as possible. The aim should be 
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to encourage students to avail themselves of the services, not just allov) 
them to do so. With reference to flexibility, for example, colleges might 
reconsider the rigidity with which aid application deadlines are ob- 
served. Deadlines should be done away ivith. Students may believe at 
the beginning of the year that they can support themselves, but later in 
the year, for some reason, find that they may not be able to do so. Arbi- 
trate deadlines punish such students. 

S. The CSS should develop means of encouraging the reporting of 
unique circumstances on the PCS (for example , whether or not the in- 
come reported is the result of one of the parents working at tiro jobs). 

U* The CSS should encourage the members of the CSSA to follow finan- 
cial aid policy guidelines more closely. With this in mind , the CSS 
should investigate the possibility of reorganizing the CSSA in order to 
seek greater compliance from its members, and assume a more active 
leadership role in the financial aid field. (For example, the CSS might 
consider developing studies that would examine the major problems of 
the system ivith suggested approaches to solutions , It could also assume 
the role of a national clearinghouse for information concerning finan- 
cial aid.) 

5. The CSS should commission studies U * eek alternative sources of 
aid for students. In the immediate future, \ ese might look to promote 
the development of funds for loans and work-study programs. Their 
general orientation, however, should be to seek ways to provide suffi- 
cient financial assistance for all students , Such studies should not only 
look for additional sources of aid, they should also seriously question 
the assumption that the primary responsibility for funding rests with 
the parents. 

6. The CSS, in cooperation with its members and students, should 
work to develop mechanisms for allowing and encouraging student par- 
ticipation in the financial aid process. The CSS should open its meetings 
and deliberations to students and should encourage CSSA members to 
do so at the institutional level. The CSS should consider encouraging 
student- sponsored and student-run studies on the moi'C troublesome 
facets of the aid process— including student pai'tieipation — as a means 
of generating information , interest, and imaginative participation 
among students , 

7. The CSS should encourage its members to recognize that many of 
the problems in the financial aid process transcend the student aid sys- 
tem itself They involve broader questions concerning the nature and 
purposes of education. The allocation of student aid funds would differ 
if it were the belief that students should be able to partake of afulluni- 
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versity experience , rather than that it is sufficient for them only to have 
the opportunity to attend classes. While the committee ?'e cognizes that a 
study tvould not resolve these differences , it believes that an effort to 
clarify the thinking behind these conceptions would be beneficial to all. 

This study of student attitudes must be recognized as very limited in 
scope. Generalizations from the students surveyed to all students are 
not in order. In the opinion of the Committee on Student Attitudes 
and Concerns toward Financial Aid, the insights and possibilities sug- 
gested by the data, however, warrant serious consideration for effect- 
ing change now, and for further study. 

Methodological Note 

This study was undertaken as an exploratory effort to provide the 
Panel on Student Financial Need Analysis with some data on student 
attitudes and concerns regarding financial aid. In order to facilitate 
this task and to provide as much information as possible, th* 3 commit- 
tee decided to pursue a two-pronged approach consisting of a survey 
of college summer school students and a series of interviews. 

The questionnaire was designed at New York University after con- 
sultation with members of the committee. The pretest was conducted 
in late June 1970, and following a few minor revisions, the question- 
naire was sent to the field where it was administered by the commit- 
tee members to students in their own institution. Introductory and 
advanced classes in the social sciences, humanities, and the natural 
and biological sciences were sampled at each of the four universities 
— University of North Carolina, New York University, Rutgers Uni- 
versity, and the University of Wisconsin. Students who had never ap- 
plied for financial aid were included in the sample in order to provide 
a more detailed picture of student perceptions and to allow compari- 
son with those who did apply. The completed questionnaires were re- 
turned to New York University for key punching, processing, and 
analysis. A total of 517 questionnaires were returned: 124 from North 
Carolina, 145 from New York University, 128 from Rutgers, and 120 
from Wisconsin. 

The survey was supplemented with interviews. The purpose of 
these was to elicit some .’nsight into the kinds of student concerns, the 
arguments and data they use to express them, and the recommenda- 
tions they might suggest. The committee members at each of the four 
universities interviewed students with an interview schedule de- 
signed, after consultation with the committee members, at New York 
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University. Interviewers were selected on a voluntary basis. 

The committee members attended an interview training session led 
bv Freida Silvert at New York University during a two-day confer- 
ence on the project in mid-June. During the summer of 1970 a total of 
56 interviews were conducted: 20 at North Carolina, 15 at New York 
University, 11 at Rutgers, and 10 at Wisconsin. The interviewers sub- 
mitted a full report on each of the interviews conducted. 
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Survey Questionnaire 

Committee on Student Attitudes and Concerns toward Financial Aid 
Panel on Student Financial Need Analysis 
of the College Scholarship Service 

Dear Fellow Student, 

We are conducting an exploratory study of student attitudes and con- 
cerns toward financial aid. This questionnaire is part of a larger effort 
to review the whole process of financial aid as well as the assumptions 
upon which the process rests. Our study is being sponsored by a re- 
view panel of the College Scholarship Service. Despite the importance 
of College Scholarship Service activities, few students are familiar 
with either its goals or practices. This organization was established in 
1954 “to help colleges, universities, and scholarship-granting agencies 
determine the amount of financial assistance a student may need to 
pursue his college education. ” 

Every applicant for financial aid at any of the nearly 900 member 
institutions of the College Scholarship Service must submit either a 
Parents’ Confidential Statement or a Student’s Confidential State- 
ment (for financially independent students) to the College Scholar- 
ship Service. These forms are processed and the College Scholarship 
Service computes the amount of aid required to allow the student to 
attend the colleges to which he has applied. The actual determination 
of awards is made by the individual college using the computation*? 
and criteria established by the CSS. 

We assure you that your responses will be strictly anonymous. Indi- 
vidual identity is, in fact, not ascertainable, since the questionnaires 
have not been numbered. We are interested only in aggregate findings 
and under no circumstances will we report responses on an individual 
basis. 

We hope you will find the questions interesting. Please accept our 
thanks and sincere appreciation for your cooperation. 

1. What year of school will you be entering in the Fall? 

^f reshman sophomore junior senior graduated other 

U) (2) * (3) (4) (5) & (6) 

2. Will you be attending school full-time part-time? 

(1) (2) 

3. What is your major area of study? 

social sciences humanities biological sciences natural sciences 

(1) (2) (3) (4) 

fine arts education engineering undecided other (please 

(5) (6) (7) (8) (9) 

specify ) 
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4. What is your age? 

16 or less 17 or 18 19 or 20 21 or 22 23 or 24 25 or more 

d> (2) (3) (4) (5) (6) 

5. Sex: female male 

(1) (2) 

6. In the fall, will you be living in: 

_ university housing ___your home __your own room or apartment 
,_^other (please specify ) 

(4) 

7. What is your marital status? 

single _living together married —.separated .divorced wid- 

(1) (2) & (3) (4) (5) ((5) 

owed 

8. What did you do last summer? (Check the one that best depicts your sum- 
mer.) worked 7T ^_attended school traveled studied on my own 

(i) (2 r (3) (4) J 

vacation other 

(5 r (6) 

9. Do you expect to continue in school and graduate? ___ yes (2) no 

If you answered no, is it primarily because of a lack of funds? _^no yes 

(TT (2) 

10. In relation to other students in your major area of study, rank yourself. 
(Entering freshmen, please respond based on your high school class.) 

A. In terms of your estimate of your formal standing (professors’ evalua- 
tions, grade-point average). 

top 20% 2nd 20% 3rd 20% 4th 20% 5th 20% 

(i) (2) (3) (4) (5) 

B. In terms of your own evaluation of your abilities. 

top 20%. 2nd 20% 3rd 20% 4th 20% 5th 20% 

nr (2) (3) (4) (5) 

11. During the past year, to what extent have you worked on dcpai tmental or 
university-wide activities involving curriculum, student decision-making, 
and similar issues? 

very much moderately slightly not at all 

(1) (2) (3) (4) 

12. During the past year, to what extent have you worked in political activi- 
ties related to competition for public office? (primary and election cam- 
paigns, etc.) 

very much moderately slightly not at all 

(1) (2) (3) (4) 

13. During the past year, to what extent have you worked in political activity 
NOT directly related to competition for public office? (e.g. civil rights, anti- 
war, etc.) 

very much moderately slightly not at all 

(1) (2) (3) (4) 

14. What was your parents’ education level? 

Father Mother 

Higher degree 

(1) (i) 

Bachelor’s degree — 

(2) (2) 

Some college — — 

(3) (3) 
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Father 



Mother 



High school graduate 

Some high school 

5 to 8 years elementary school 

4th grade or less 

15. About what was your parents’ average income for the past three years? 
$4,999 or less 5,000-7,499 7,500-9,999 10,000-12,499 12,500- 

(1) (2) m (4) (5) 



(4) 


(4) 


(5 r 


isT 


w~ 


W 


ctT 


<7 r 



14,999 



(6) 



.15,000-19,999 20,000 or more 

(7) 



16. Indicate your sources of income for the school year 1969-1970 by listing 
the approximate percentage derived from each of the following. (If you 
are an entering freshman, answer by estimating for the co~ \ig school 
year 1970-1971, and check here ) The total should equal 100%. 



_% Scholarship, 

fellowship, or grant 
_% Loan 
_% Work-study 
_% Parents 
_% Spouse 



.% Outside work 
_% Savings 
..% GI Bill 

_% Other (please specify) . 



17. Approximately what is the value of your own financial assets (include sav- 
ings, endowments, trust funds, stocks and bonds)? 

2,000 or more 



_1 ,000-1,499 1,500-1,999 

(5) (6) 



$0 1-499 500-999 _ 

(1) (2) (3T (4) 

18. Indicate on the following scale how you see your own political position. 

Left Right 



(1) (2) (3) (4) (5) (6) (7) 

19. Indicate on the following scale how you see the political position of most 
students. 

Left Right 

(IT (2T (3T (4T (HT (6T JUT 

20. Indicate on the following scale how you see the political position of most 
Americans. 

Left Right 

CiT" W W~ W~ (sT (6T (7T 

21. How well do you know the purpose of the College Scholarship Service and 

the process by which it determines financial need? 

thoroughly familiar general idea vague idea no real idea 

(1) (2) 6 (3) & (4) 

22. Have you ever requested any information concerning financial aid or the 

College Scholarship Service from your high school or college? 

no yes. If yes, how satisfied were you with the responses? 

( 1 ) ( 2 ) 
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High School: 

Information and materials helpful all right not very helpful 

(l) (2) (3) 

Personal treatment very nice all right unpleasant 

(i) (2) (3) 

College: 

Information and materials helpful all right not very helpful 

(l) (2) (3) 

Personal treatment very nice all right .unpleasant 

(i) (2) (3) 

23. Do you think that one of the more important goals of American society 
should be to insure that every American receives a college education if he 

or she wants one? yes no 

(l) (2) 

24. Students who wish to attend college part-time should 

— not be given any financial aid unless all eligible full-time students have 
(1) been funded. 

be eligible for small amounts of funding as a supplement to their other 

' 21 sources of income. 

_be awarded financial aid based on the same criteria and in regular com- 
petition with full-time studfints. 

25. A student should not be admitted to college unless he has sufficient finan- 
cial means to attend (i.e. support from parents, school, work, etc.), 
—strongly agree _agree __disagree —.strongly disagree 

26. Some students are financially independent of their parents because their 
parents do not earn enough to support them. Others are financially inde- 
pendent of their parents because they choose to be so. Given the limited 
funds available for financial aid, should a financial aid officer 

give greater priority to those students who are financially independent 

' because their parents are unable (financially) to contribute to their 
support. 

_ — give greater priority to those students who choose to be financially in- 
} dependent even though their parents could contribute to their support. 

treat both equally and not consider the financial capabilities of the stu- 

(3) dents’ parent .. 

27. To what degree do you think the determination of other people’s financial 
need has been fair? 

Very fair Very unfair 




(1) (2) (3) (4) (5) (6) (7) 

28. In a situation of limited funds, is it better 

to fund less people, providing them with the full amount they need so 

(1) that they can devote full time to their studies and university activities, 
OR 

to fund more people, providing them with less than the full amount 

(2) they need (say $300 less) which they will have to acquire somehow on 
their own. 
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29. “The purpose of a scholarship or grant is to allow the student financial 
freedom so that he can devote full time to his studies.” Which of the fol- 
lowing criteria should be used to determine which students receive grants 
or scholarships rather than loans and/or jobs? Please rank order your re- 
sponses. Mark the most important criterion with a one (1). If you think 
that one or more of the items listed should not be considered, please mark 
it (them) with a zero (0). 

merit financial need — social priorities (e.g. members of underpriv- 
ileged groups, special skill groups) student's alternatives (e.g. knowl- 

edge that student has been accepted and offered funding at another 
school) other (please specify ). 

30. After the College Scholarship Service computes a student's financial need, 
the information is sent only to the schools indicated on the Parents’ Con- 
fidential Statement (or the Student's Confidential Statement for finan- 
cially independent students). Do you think the College Scholarship Ser- 
vice's determination should also be sent to 

the parents yes no 

, j (1) (2) 

the student yes no 

(1) (2) 

anyone who requests it yes no 

(l) (2) 

other (specify ) yes no 

(1) (2) 

31. The central premise upon which the College Scholarship Service's deter- 
mination of an applicant's need is that the “parents have an obligation to 
pay for the education of their children to the extent they are able to do 
so.” Do you agree that this responsibility should be borne by the parents? 
__ strongly agree _agree_disagree__strongly disagree 

32. Given the present resources of American society, how do you think the re- 
sponsibility for funding students should be distributed among the follow- 
ing? The total should equal 100%. 

% student 

% parents 

% government (state or local) 

% government (federal) 

% independent public agencies (e.g. National Science Foundation) 

% independent private agencies (e.g. American Council on Educa- 
tion) 

% other (please specify ) 

33. For each of the following four situations, please indicate which criteria 
you think should be taken into account by financial aid officers in award- 
ing funds. Please rank order your responses. Mark the most important 
criterion with a one (1). If you think that one or more of the items listed 
should not be considered, please mark it (them) with a zero (0). 



$ u rve y Question nai re 



A. Two students of equal financial need apply for aid and sufficient fund- 
ing exists for only one of them. 

merit social priorities (e.g. members of underprivileged groups, 

special skill groups) student’s alternatives (e.g. knowledge that stu- 
dent has been accepted and offered funding at another school) _other 

(please specify ) 

B. Two students of equal merit apply for aid and sufficient funding exists 
for only one of them. 

financial need social priorities student’s alternatives other 

(please specify _) 

C. Two students from the same social grouping apply for aid and sufficient 
funding exists for only one of them. 

merit financial need student’s alternatives other (please 

specify ) 

D. Two students, neither of whom have the possibility of attending any 
other school, apply for aid and sufficient funding exists for only one of 
them. 

merit financial need ___social priorities other (please specify 

) 

34. How much of a voice do you think students should have in each of the fol- 
lowing five areas? Please choose from among the alternatives listed below; 
1. Unorganized individual suggestions. 2. Organized student participa- 
tion. 3. Organized student representation on the decision-making body. 4. 
Full determination by students. 5. None. 

A. In their college or university as regards establishing the criteria for 

awarding financial aid. 

3. In their college or university as regards the decision to accept or re- 

ject a student’s declaration of financial independence from his par- 
ents. 

C. In their college or university as regards the packaging of awards 

(amount to be given in scholarship or grant, loan, and work-study). 

D. In their college or university as regards the determination of what 

a student’s budget should be. 

E. In the College Scholarship Service as regards the setting of basic 

policies. 

35. Did you claim financial independence from your parents last year? 

yes no. If yes, was your claim accepted by the financial aid office of 

(l) (2) 

the school you are regularly attending? ___yes ^- no * 

36. Have you ever applied for financial aid? ___yes no. 

Note : If you answered no, please skip to question 46. 

37. To what degree do you think the determination of your financial need has 
been fair? 

Very fair Very unfair 



0 



( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) 



38. Did your parents submit a Pax-ents’ Confidential Statement (PCS) for the 
College Scholarship Service (CSS) or did you submit a Student’s Confiden- 
tial Statement (SCS) for the CSS? 

PCS SCS neither one. 

(1) (2) (3) 

39. Were you eventually funded at 

all schools to which you applied some schools none. 

(l) (2) (3) 

40. Were you funded at your first choice? _.yes no. 

(i) ( 2 ) 

41. What kind of funding did you receive in your first funded year? 

all scholarship or grant scholarship or grant plus loan __scholar- 

(l) (2) (3) 

ship or grant plus job scholarship or grant plus loan and job loan 

( 4 ) ( 5 ) 

__lwan plus job job. 

(6) (7) 

42. Do you think that in filling out the PCS or SCS, most people’s statements of 
their income and assets are 

overestimated accurate —underestimated don’t know. 

(l) (2) (3) (4) 

43. Do you think your parents believe that their PCS will be checked against 
their federal income tax return? (If you are officially a financially inde- 
pendent student, please answer this question (43) and the next one (44) as 

if it referred to you and not to your parents.) yes no no idea. 

(l) (2) (3) 

44. Do you think that in filling out the PCS, your parents 
(check as many as are applicable): 

feel that the form is an affront to their pride. 

(l) 

— are concerned about the effect of their responses on the amount of aid 
awarded. 

don’t have sufficient information to answer all the questions. 

(3) 

feel that the form is too difficult to understand. 

(4) 

_are suspicious as to how the information might be used. 

feel that it is a reasonable form to complete. 

( 6 ) 

45. Do you think the student should: 

let his parents fill out the Pa 

U) 

play a minor role in helping to fill out the PCS. a in filling out all or 

(3) 

most of the PCS fill out the PCS himself. 

(4) 

46. To which ethnic group in American society do you consider yourself to be- 
long? . 



— let his parents fill out the Parents’ Confidential Statement (PCS). 

U) (2) 



\ 

Thank you very much for your cooperation in filling out this questionnaire. 

ERIC 
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